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Hongkong’s Industrialisation & its Problems 


The current year has seen con- 
tinued progress in the industrialisation 
of the Colony; more factories were built 
and started operation, new branches of 
manufacture were successfully intro- 
duced and preparations.for still fur- 
ther new manufactures are far advan- 
ced; established factories have, in many 
instances, imported and installed new 
machinery and otherwise introduced 
more modern devices and production 
procedures. At the same time there 
has taken place the unavoidable pro- 
cess of elimination, though gradual it 
has been, of the more backward and 
inefficient types of manufacture, main- 
ly in the textile industry, and while 
there has been a conspicuous increase 
in the number of skilled and semiskill- 
ed workers, the unskilled hands as 
largely employed by the native-style 
manufacturers have suffered as a re- 
sult of the advance of modern and 
efficient methods adopted by a growing 
sector of management here. 

Postwar developments in the manu- 
facturing industries of Hongkong have 
tended to change the character of the 
Colony or at least to lessen the em- 
phasis laid here on trading activities as 
being the sole raison d’etre of the com- 
munity. There have been, it is true, 
many important light industrial estab- 
lishments in the Colony before the out- 
break of the second world war (Sept. 
1939), and during the short period from 
this date to the start of the war in the 
Pacific (Dec. 1941) there has been a 
boom in local production caused by or- 
ders from Britain and other parts of 
the Commonwealth, and as a result 
many new factories were built or older 
firms expanded their plants in order to 
satisfy the demand created by war con- 
ditions in Europe. 

In relation to other economic activi- 
ties in Hongkong, i.e. mainly channel- 
ling merchandise from and to South 
China and deriving profits from a re- 
latively small Far Eastern entrepot 
business, manufacturing occupied a 
rather insignificant position. It was, 
of course, never intended by the build- 
ers of Hongkong to have tlais place de- 
velop into a centre of light industry; 
the only industry that was considered 
necessary in a trading place like Hong- 
kong was ship building and repairing, 
and the several plants established in 
the Colony since long before the turn 
of the present century have always 
been efficiently managed and perform- 


ed very useful services to the trading 
community here, in China and in other 
countries, 

The public and Government here be- 
came only fully aware of the poten- 
tialities and new problems arising from 
the progress of industrialisation when, 
in the earlier part of 1947, many pro- 
moters.came down from Shanghai and 
other cities of China and started build- 
ing factories. The need for. some sort 
of Government aid and advice became 
subsequently apparent and there were 
a few higher administrative officers 
who recognised the importance of the 
growth of industrial life in the Colony 
and desired to aid it actively. Indus- 
trial matters are now Officially looked 
after by the recently created Dept. of 
Commerce & Industry (which at pre- 
sent, however, is not yet organised as 
regards the care of industrial affairs, 
carrying on only with the previous 
duties of the Imports & Exports Dept.) 
and the Dept. of Labour. Private in- 
terests have however become more acr 
tive and articulate with especially the 
Chinese Manufacturers’ Union organis- 
ing an increasing number of local 
manufacturers for the purpose of 
modernising plants, educating workers, 
marketing products with more under- 
standing of overseas customers’ re- 
quirements etc. 


Causes for Industrialisation 


The two principal causes for the in- 
dustrialisation of Hongkong since 1947 
are found in the following: 

(1) Hongkong enjoyed relatively the 
highest degree of stability in the Far 
East, there was and is security, British 
law and order, membership in the ster- 
ling area and at the same time the 
existence of an open exchange market, 
a stable currency which is sterling, and 
there are benefits derived from the 
enjoyment of Imperial preferences in 
Commonwealth markets. 

(2) Outbreak of the civil war in 
China, misrule and graft, insecurity and 
lawlessness in China which made finan- 
ciers and _ industrialists leave their 
country to look for a better place where 
life and propert.’ was protected and 
conditions of prosperity prevailed; as 
Hongkong did not require any formali- 
ties in respect of Chinese immigrants 
the attraction of the Colony was com- 
pelling. Even those Chinese financiers 
who reluctantly became reconciled to 
comparatively stable conditions of life 


so-called New. Democracy 


in communist ruled areas ‘undetstood the 
fundamental hostility of the new regime 
in’ China vis-a-vis the entrpreneur class, 
arid the probably short duration of the 
interlude, 
and consequently they decided, not to 
venture too far into permanent. invest- 
ments in China such as the building of 
factories and ‘the installation of capital 
equipment. 

But even without the arrival of Chi- 
nese flight capital and the building of 
so many factories by mostly Shanghai 
industrialists, the eventual, advance of 
Hongkong’s light industries was _a fore~ 
gone conclusion as the general desire 
for industrialisation of economically 
backward areas has become, after the 
end of world war II, very pronounced. 
So rich and flourishing: a community as 
ours could not be expected to be long 
in grasping opportunities) for. making 
money from manufacturing low. priced 
and popularly demanded consumer 
goods for sale to peoples'in the Far East 
and in such parts of: the? world which 
still remain underdeveloped. 

It was, however, the impetus receiv- 
ed from Chinese industrialists from the 
north which set industrialisation here 
in motion and speeded up the tempo. 
In about 2% years hundreds of new 
and mostly modern and efficiently con- 
ceived and run factories were estab~ 
lished whose existencé in the Colony, 
together with the expected further de~ 
velopment (though in more moderate 
tempo), is bound to transform the eco- 
nomic nature of the Colony and to place 
it on a more sound basis. 


Benefits to the Community 


The meaning of industrialisation of 
Hongkong has become increasingly 
clear to all sectors of the community 
as the majority of the people here bene- 
fitted from it in one way or another. 
New capital has been: invested here 
(purchase of land, construction of fac- 
tories, dormitories, godownis, import of 
machinery), and new employment was 
created for factory workers (perman- 
ent) and for construction. companies, 
transportation companies ete. (tem- 
porary). The community’s earning 
potential has significantly increased by 
exporting locally manufactured goods. 
At the same time domestic demand for 
an expanding variety of consumer 
goods and, to a lesser extent, machinery 
has, been supplied, that is to say the 
community at large buys’ more and 
more from loca) industry rather than 
from exporters abroad. 
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Land values in selected areas have 
appreciated as factories required, in the 
aggregate, many square miles of land 
which previously were of no economic 
interest. Rural areas have also deriv: 
ed considerable benefits, especially in 
the Tsuen Wan district, in certain parts 
along the western coastline of the New 
Territories (up to the brewery), in 
Shatin (although the picturesque land- 
scape has somewhat suffered by the in- 
trusion of factories); the character of 
parts of the New Territories has thus 
been changed especially by the popu- 
lating of previously uninhabited stret- 
ches of countryside: 


Business & Labour Problems 


Factory owners, on the whole, have 
had reason to be satisfied with the pro- 
fits obtained from production. Where 
their earning potential was endangered 
Government has tried to safeguard their 
interests as in ‘the case of the cotton 
spinning mills whose profitable ‘sales to 
local knitters . and. spinners were 
guaranteed by embargoing the import 
of low-priced Indian yarn. With the 
Empire market wide open there is ever 
more opportunity for local manufac- 
turers to. expand production and sell 
their goods in all parts of the Com- 
monwealth; additionally, exports to the 
dollar area are most’'attractive as ex- 
porters can retain the full proceeds. 


The rise of Japan is confronting local 

industry with a serious problem of 
shaping production and sales policy but 
the competition which Japanese goods 
offer is a matter of concern to every 
industrial country and as there has 
been and always will be room: for 
everybody, buyers and sellers, Hong- 
kong manufacturers are not at all los- 
ing heart: but trying to meet Japan’s 
ehallenge squarely. 


Industrial labour problems have been 
often disturbing mainly on account of 
the low efficiency of workers generally 
and the high cost of wages, a result of 
the generally high cost of living in 
postwar Hongkong. Labour is in plen- 
tiful supply-and the number of un- 
employed men and women is large; 
with the unrestricted immigration of 
unskilled workers from South China 
the problem of. unemployment cannot 
be solved but it is satisfactory to know 
that the army of employed persons, in 
every field of business activity, has 
continually risen since 1947 and, as far 
as industries are concerned, has now 
attained its largest size in the Colohy’s 
history. In spite of the unchecked im- 
migration the scale of salaries and 
wages has not been depressed, on the 
contrary it has, by and large, steadily 
improved which is, to a good measure, 
due to the benevolent guidance of la- 
bour affairs by the local Government 
and also to the spirit of accommodation 
displayed by the majority of manage- 
ments. 


- ‘Education and industrial training are 
the main problems to be tackled both 
by management and by labour unions. 
There has been some progress but its 
tempo was too slow ‘to affect in a signi- 
ficant manner the output potential and 
thus the basis of costing of local fac- 
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tories. Though life in a tropical city 
is governed by less beneficial natural 
factors than life in the temperate zone, 
the easy going habits of most workers 
here militate against effective advance 
in specific technical skills and their in- 
telligent application. Hardworkingness 
such as distinguishes the Japanese wor- 
ker is woefully absent here, and the 
implicatioin of this difference is easy 
to see; the local standard of living, as 
far as industrial workers are concerned, 
must sink in the long run below the 
one to be enjoyed in Japan once normal 
economic conditions are allowed there 
to prevail again. It is alleged by the 
leaders of the new regime in China 
that a different spirit has taken hold of 
the workers and that industrial emula- 
tion, such as exemplified by the Rus- 
sians and their Stakhanovites, is now 
the order of the day. It remains to 
be seen how Hongkong workers are go- 
ing to respond to the call of ‘labour 
heroship’ and to the peaceful competi- 
tion for the laurels of Hongkong’s Stak- 
hanov. 


Relations between labour and 
management were and continue to be 
good although recently there has been, 
upon political instigation, some de- 
terioration. Nevertheless, the majority 
of local labour appreciates their posit- 
ion as particularly in relation to con- 
ditions in China and elsewhere in the 
Far East. If political influences can be 
restrained—to exclude them under mo- 
dern conditions of labour political as- 
pirations is impossible—there should 
continue amicable industrial relations 
which will benefit in the first place the 
men and women employed in factories. 
Provided that no friction will develop 
between Britain and ‘red’ China there 
should be every reason to look 
forward to the future expansion of 
local industry with confidence. There 
are however misgivings, especially as 
it is now more clearly realised that the 
Peking Government is subservient to 
the Soviet Government, that in case 
of the creation of Anglo-Chinese dif- 
ferences the communist regime may 
try to make use of its influence on 
many local labour unions and_ thus 


to exert pressure on the British au-. 


thorities. 


Protectionism 


The question of according local in- 
dustry protection by instituting tariffs 
or otherwise by barring from entry 
certain manufactured goods which are 
in active competition with local manu- 
factures has often been discussed but 
it was always found incompatible with 
the free port tradition of Hongkong 
to devise new _ industry protective 
measures. Apart from considerations 
of principles, the fact that the- local 
market consumption accounts only for 
a small proportion of factories’ output 
invalidates any argument put forward 
by interested circles of local manufac- 
turers in favour of imposing protec- 
tive tariffs here. 


As the main occupation of the com- 
munity remains trading there should 
not be any question of changing the 
present status of Hongkong as a free 
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port, ie. a port where no_ customs 
duties are levied and only a few com- 
modity groups are subject to duty 


payment (tobacco, liquor, toilet pre- 
parations, hydrocarbon oils, table 
waters). However, in certain cases 


which require special treatment, such 
as the temporary embargo on Indian 
yarn (imposed for the purpose of as- 
sisting local cotton spinning mills in 
their sales of yarn to knitters and 
weavers in the Colony), Government 
may take the necessary steps to safe- 
guard important industrial interests 
but no general line of action can be 
expected. 


Promotion and Finance 


As yet no apparatus exists here to 
coordinate industrially private and 
official interests although a section of 
the Dept. of Commerce & Industry 
is expected soon to take up these 
duties. For the time being there is 
no authority in charge of advice and 
assistance to industries. In the Labour 
Dept. machinery exists only to promote 
the interests of the employees and 
guide the work of trade unions. The 
Industry Section of the former Dept. 
of Supplies, Trade & Industry has been 
officially liquidated when that Dept. 
was transformed into the present Sup- 
plies & Distribution Dept. however, 
there is still some work carried on in 
connection with official purchases of 
raw materials abroad and their sales 
to factories. — 


Most manufacturers are agreed that 
what is demanded from Government 
is the sale of factory land at more 
reasonable prices than was observed 
during the land boom of recent years, 
that is to say the alienation of suitable 
Crown land at a cheap price by pri- 
vate treaty rather than public auction, 
and, secondly, the lenient application 
of labour and factory legislation as 
now existing in Hongkong. Overtime 
work of women after 9 p.m. is one 
of the issues on which even Govern- 
ment servants are divided; while legis- 
lation, patterned after European labour 
protective regulations, prohibits the 
employment of women after 9.p.m. it 
is common knowledge that in the 
Orient all textile mills, using largely 
temale labour, continue operating night 
shifts. The Shanghai mills could not 
have maintained profitable working 
by abiding by legislation which, in fact, 


discriminates against women and 
which has been openly flouted by 
women workers in the first place. 


Many prosecutions in Court have taken 
place during the last year when it was 
revealed that the night employment of 
female workers continues almost as 
before, Labour protective legislation 
is on the statute books in all or almost 
all Far Eastern countries but it is, 
except for Hongkong, observed more 
in the breach than in the performance. 
This puts local factory management 
at a disadvantage compared to mill 
Owners in China. Holidays and sick 
care payments are other controversial 
issues but there is now growing under- 
standing on the part of management, 
even of the less advanced type, to 
adopt more progressive methods when 
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‘dealing with factory labour. 

There has been repeated suggestions 
that finance be provided for manu- 
facturing enterprises and that Gov- 
‘ernment take an active hand in this 
matter. No imdustrial bank exists in 
the Colony and manufacturers. en- 
counter considerable difficulty when 
searching for funds. There was no 
need, before the war, for the establish- 
ment of a bank specially organised to 
finance industries as what developed 
slowly before 1939 was of accidental 
nature although it laid the basis for 
the postwar industrial boom. One or 
the other local commercial bank 
‘should take up the matter of indus- 
trial finance which is required both by 
mew industries (floating of capital, 
issue of debentures, underwriting) and 
by established factories (purchase of 
mew equipment, expansion of premises, 
‘purchase of raw materials). It is up 
to free enterprise to organise the 
financing of industries which are in 
need of funds and :also.to encourage 
‘the formation of new companies by 
‘making available parts of the enor- 
‘mous deposits new resting largely idle 
with the banks. Government cannot 
‘be expected to provide funds for in- 
-vestment in factories or their short- 
term finance. 

A very useful measure to promote 
‘sales of local products would be a per- 
manent exhibition in the Colony. The 
‘annual industrial fair held here under 
the sponsorship of the Chinese Manu- 
facturers’ Union has proved its value 
‘beyond doubt and results have always 
been gratifying, and the same can also 
be said of the Hongkong stall at the 
British Industries Fair, however, the 
need for regular (at least quarterly) 
displays of the ever more competitive 
and diversified industrial production of 
Hongkong is becoming urgent. Gov- 
ernment has made provision when the 
Town Hall is to be built to reserve 
parts of the ground floor for a perma- 
nent exhibition of local manufactures 
but the realisation of this plan is still 
far off. One or two private promoters 
of exhibitions have had so far no suc- 
cess with their plans although it is 
generally conceded that an exhibition 
hall would greatly enhance the com- 
mercial success and prestige of Hong- 
-kong. 


Favourable Business 
Conditions in Hongkong 


The current year has again witnessed 
‘progress in every sector of economic 
life and the outlook for continued high 
business activity is favourable. The 
most important single factor for further 
advance in local business turnover is 
the return of more orderly conditions 
in China which heralds a trading boom 
with that country. 

Local industrial production has been 
most satisfactory and there is good 
reason to expect a rise in employment 
in the near future as more factories 
are being opened. The high building 
activity, apart from having increased 
‘the value of Hongkong’s built-up area 
by a very large amount, has stimulated 
a number of local industries such as 


cement, brick and tile, construction, 
building materials generally, furniture, 
electrical and others. The _ textile, 
hardware, food and beverage industries 
have had a very good year although 
there always are a few companies 
which cannot maintain the pace ‘re- 
quired by more progressive production 
and have to fall out. 

Industrial employment has been 
steadily rising and the number of gain- 
fully employed persons in the Colony 
at present is far higher than a year 
ago. Unemployment has however be- 
come, paradoxically, more conspicuous 
which was a consequence of the large 
influx of refugees and otherwise new 
immigrants from north, central and 
south China. For many of these new 
arrivals there is only scant opportunity 
to earn a living and they would be well 
advised to return to their native places 
now that the new regime in China 
has practically the whole country under 
its control. 

The new registration of trading and 
other companies is proceeding apace. 
New capital has been invested in a 
variety of commercial and manufac- 
turing ventures. All over the Colony 
new enterprises have kept springing 
up. Shanghai financiers were again 
prominent in practically every field of 
economic activity, unfortunately also 
in the most unproductive and often 
disturbing financial speculation as well. 
The official registration figures, al- 
though impressive both as regards the 
number of new firms and their aggre- 
gate capital, do not tell the whole story 
—there have been innumerable forma- 
tions of new private companies (usual- 
ly owned by an individual, a family and 
close friends, or a partnership, in the 
traditional Chinese business manner) 
which vass without the knowledge of 
the official registrar. 

Imports and exports have been main- 
tained, all the year round, on record 
levels. Profit margins have declined, 
already since the latter part of 1948, 
but the increased turnover may have 
made up for this decline, a develop- 
ment observed everywhere but so far 
not very drastically in Hongkong. 
Trade figures show that business here 
has been going from strength to 
strength and to judge by the perform- 
ance of the last few months, which 
agreeably surprised most traders here 
and abroad, there is good cause to 
expect trade results of approximately 
the same extent. 

The ‘blockade’ of Chinese ports has 
diverted more business to the Colony 
and the political situation in China, 
since the liberation of Shanghai, has 
also had a stimulating effect on the 
trading position of Hongkong. With 
the return of more normal conditions 
in China and the resumption of trade 
between China and overseas with- 
out, in many cases utilising the 
services of the local merchant com- 
munity, there is bound to be a re- 
cession in Hongkong-China trade; on 
the other hand, for some time to come 
China’s requirements will be extra- 
ordinary and Hongkong should benefit 
from assisting China’s official and pri- 
vate traders in marketing their goods 
and buying for them what is demanded. 
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The very large rise in bank clearings 
reflects to some extent the increasing 
volume of trade and industrial activity 
although it also showed the importance 
of Hongkong as a financial centre for 
Far Eastern capital movements. The 
volume of money in circulation has been 
dropping since a few months, beginning 
September, which was however a result 
of the return of millions of HK$ from 
Kwangtung and other parts of China 
where these notes were, and continue 
to be used as the popular tender. Cir- 
culation of HK$ for local requirements 
has probably risen and is bound, on 
account of higher business activity, to 
advance although this development is 
obscured by the gradual withdrawal of 
HK$ frorn circulation in South China. 

Banks have had a_ profitable year; 
although banking statistics 
are still not available — with 
the Financial Secretary of Government 
here however obtaining from a number 
of banks relevant figures which, ac- 
cording to an official informant, are 
collected for transmission to the Bank 
of England and not for the information 
and guidance of the community here— 
there is persistent whispering that 
commercial banks were doing better 
this year than in 1948. Some native 
banks may however have found them- 
selves in the red as a consequence of 
imprudent gold speculation. 


The expansion of bank credits is 
supposed to have been very large dur- 
ing the earlier part of the year but 
recently there has been a policy of 
credit contraction and conditions of 
tight money were created. This was 
found necessary in view of the tendency 
of flight from the HK$ and the accumu- 
lation of investments in US$ and gold. 
Merchants have been feeling the pinch 
of tight money for a very long time 
as over-buying and involuntary storing 
of imported commodities had had the 
effect of freezing their funds. The 
position of deposits (fixed, current and 
savings) is unclear; it would appear 
that, as a result of the lack of real con- 
fidence in the stability of HK$ (apart 
from the distrust in the stability of 
sterling), deposits if anything did not 
rise. This alone would indicate, in a 
period of great money making and 
capital accumulation, the popular dis- 
like of increasing holdings in the local 
currency. Only by convincing facts, 
such as the appreciation of sterling in 
unofficial exchange market in terms of 
US$ and other hard currencies, can the 
present trend be reversed. Otherwise 
the community faces a future of rising 
prices, rising wage demands and such 
conditions as are too well known from 
the unhappy experiences of inflation- 
ridden China. It is the duty of the 
financial authorities here to devise 
effective measures to stem the rise in 
cost of living here. Qui vivra, verra. 

There were hones, earlier in the year, 
that recession in prices was just around 
the corner but as the year dragged on 
the decline previously observed in the 
U.S. proved to be not very material 
and already there have been reversals 
as in the case of some _ non-ferrous 
metals. The New York stock exchange 
shows prices on the upgrade and the 
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general impression is now that the 
previously predicted slump in America 
is unlikely. What has been going on 
in the U.S. and some other important 
countries in the West is nothing more 
than a healthy adjustment to more 
adequate supplies of goods, relative to 
the purchasing power in the hands. of 
the public. Sterling devaluation has 
exactly as predicted by the more 
cynical observers led to higher prices 
of goods from the sterling area and 
from soft currency countries; and re- 
cently, following the decline in the 
unofficial sterling/dollar crossrate, 
there has been a tendency to put up 
prices of American and of other hard 
currency countries’ goods. This develop- 
ment, while not at all disturbing to 
trading interests—probably just the 
very opposite—is undermining the con- 
fidence of the small man in the sound- 
ness of economic policies of govern- 
ments and is conducive to ‘revolution- 
ary’ feelings. The purchasing power 
of the masses is bound to suffer if the 
rise in the cost of living is not halted 
and reversed. This is a matter of great 
political significance and it is therefore 
to be wondered at how much bungling 
there is in the Western capitals. 


Purchasing power here remained 
throughout this year on high level but 
as from the middle of the year there 
was increased buyers’ resistance notice- 
able which was also caused by a state 
of saturation. Reduced purchasing by 
local residents was obscured by the 
heavy demand coming from travellers 
and wealthy Chinese immigrants. The 
local retail trade was booming on 
account of the heavy purchases made 
by non-Hongkong buyers. There has 
been a change of policy by dealers, 
stores and shops from previously easy 
money inspired overinvestment to the 
presently careful procedure of placing 
orders and to growing selectivity. 
Credits are no longer available at low 
interest and banks are reluctant to 
allow larger overdrafts. 


Building Construction Boom 
in Hongkong 


Within the last 20 months over 2600 
new residential houses (from tenements 
to palatial residences) were erected in 
Hongkong and the total number of 
building plans approved by the build- 
ing authority here for the year 1948 
and the first 9 months of the current 
year was 15,381. All over the Colony 
new buildings have been rising and ex- 
tensive areas have been newly popula- 
ted. Capital sunk since the end of the 
war into new houses, factories, go- 
downs, schools, cinemas, hotels, office 
buildings etc., apart from the high 
prices paid for the acquisition of land, 
is estimated to have amounted to 
around $300 million and new projects 
are constantly being submitted to the 
building authority for study and ap- 
proval, In spite of requisitioning 
carried out by Government on behalf 
of the armed forces—which however 
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has recently ceased and the process of 
derequisitioning has started — new 
building plans are plentiful and their 
realisation promises continued high 
employment for the construction com- 
panies, architects and all trades con- 
nected with and benefiting from the 
building boom in the Colony. 


Plans approved by the Building 
Ordinance Office of Hongkong Govern- 
ment Public Works Department for 
1948 totalled 8496 and for the period 
Jan./Sept. this year another 6885. In 
September approved plans totalled 846 
against 708 for the average month of 
last year and against 765 for the aver- 
age of the first 3 quarters of the 
current year. Among the approved 
plans 34 concern new European type 
houses, 89 new Chinese type houses, 2 
factories, 3 godowns, 702 houses for 
rehabilitation and additions. Approved 
building plans for 1948 and the first 9 
months of this year were as follows:— 


Jan./Sept. 
1948 1949 

(building plans) 
New Chinese type houses 924 648 

New European type 

HOUSES last. eee > ‘ 540 441 
New Factories ........ 36 36 
New Godowns ........ 36 54 


New Hotels® 2. i202 5:55. — 9. 


New Schools ......... 6 9 
Houses for repair, re- 

habilitation,  altera- 

tions & additions .. 6696 6318 


Tourist Promotion in 


Hongkong 


Much has been done by private in- 
terests during the last eighteen months 
to attract foreign tourists to the Colony 
and to make their stay a pleasant one. 
Those overseas visitors who came here 
to spend a few days or weeks of their 
holiday in Hongkong have not been dis- 
appointed provided that advance ar- 
rangements were made. Hongkong has 
slowly gained a reputation for hos- 
pitality, for good service—measured in 
Far Eastern terms—, and for recrea- 
tional facilities which are not easily 
found elsewhere in this part of the 
world, = 


Planned promotion of tourist indus- 
try is however still lacking and there 
exists as yet no section in a Govern- 
ment department interested in that 
particular job. It is often suggested 
that as long as overcrowding and 
housing shortage are with us the pro- 
motion of tourist trade is a premature 
business; this argument is not valid 
as the type of visitor from overseas, 
who is to be attracted and for whose 
recreation suitable preparations have 
to be made, may be expected to be of 
the higher middle class and thus ac- 
commodation can be easily found in the 
many hotels which have been con- 
structed during the last 2 years. The 
housing shortage is, for all but the 
lower paid employees, fast abating and 
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high-class accommodation is becoming 
more readily available; it can be ex- 
pected that within a few months there 
will be a surplus of that type of ex- 
pensive accommodation which is pro- 
vided by a number of modern hotels 
both in Hongkong and Kowloon as wel) 
as in the New Territories. 


No time is to be lost if an official 
propaganda campaign is to be launch- 
ed for awakening interest among pro- 
spective travellers in Europe, America 
and in neighbouring countries. Posters 
should be distributed abroad, booklets 
and the usual sort of folder sent around 
(among travel agencies, air transport 
and shipping companies, clubs, hotels 
etc.), and publicity be organised in a 
number of countries from where 
visitors can be expected in larger 
groups. The tourist trade of Japan is 
already showing signs of a boom and 
Hongkong may reasonably expect to 
derive some benefits from the stream of 
Japan visitors but it will be necessary 
that foreigners in Japan learn some- 
thing about the importance of Hong- 
kong as the Far East’s principal entre- 
pot, as one of the leading ports in the 
world, about the Colony’s picturesque 
scenery, the sports and games and 
social events taking place here, the 
favourable climatic season (from 
October to March), the charm of coun- 
try life in the New Territories etc. 


The establishment of an organisation 
for the promotion of tourist traffic is 
necessary. Government and private 
interests such as hotel owners, travel 
agencies, restaurateurs should combine 
efforts in setting up this organisation. 
Overseas Chinese from all countries 
in the West and East can be attracted 
in addition to European and American 
travellers and if the organised  at- 
tempt to arouse abroad interest for 
Hongkong as a centre of tourist travel 
will bring results, local residents and 
Chinese financiers can be relied upon 
to invest new capital in such enter- 
prises which will add to the existing 
entertainment and other facilities al- 
ways expected by foreign visitors. 


Chinese Shipping in 
Hongkong 


When the Nationalist Government of 
China withdrew ever further into the 
south and southwest, the majority of 
Chinese shipping interests followed 
them and removed their merchantmen 
from port to port. The larger portion: 
of tonnage owned by Chinese, official 
and private, was assembled since spring 
this year in ports of Formosa-but a 
sizeable amount has chosen Hongkong 
both as centre for new operations and 
for hibernation. 


Many shipowners, rather than seeing 
their vessels commandeered by the 
incoming authorities in China, prefer- 
red to keep them in friendly Hongkong. 
but all the while they were following 
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the developing civil war situation with 
grave concern as they realised, as 
everybody else here and abroad, that 
eventually the Chinese Communists 
were going to control the whole coun- 
try. It was therefore most advisable to 
make one’s own peace with the new 
masters, and this has been attempted 
by many shipowners without, however, 
always leading to the desired success, 


The two leading shipping or isa- 
tions in China are he. ps gta ea 
China Merchants Steam Navigation Co. 
(CMSN) and the Ming Sung Industrial 
Corp. (in the hands of a few indivi- 
duals). Ming Sung vessels were main- 
ly built for river transport and short 
coastal traffic while CMSN owned and 
operated larger coastal freighters, ocean 
ships and oil tankers. The question of 
loyalty’ has long ago arisen; while 
there is a large group of potential ‘de- 
fectionists’ among the CMSN staff, high 
and low, and the eventual switch-over 
of loyalty from the Nationalists to the 
Communists appears to be a matter of 
short time, the position of Ming Sung 
is simpler involving no principles of 
loyalty but, so much more bitter, the 
consideration of profitable and uninter- 
fered operation. ‘New Democracy’ in 
China teaches us that capitalism in a 
backward country like China is not to 
be discarded at once but is to be per- 
mitted to function until its natural end: 
private shipowners who have found 
with their funds and ships a safe re- 
fuge in always neutral but always 
friendly Hongkong regard with some 
suspicion the approaching of their 
natural end’ but since the Nationalists 
have been promoting communism in 
China there is nothing else to do now 
than to knuckle under, 


_ The attitude of Chinese seamen is an 
important matter in this connection. 
There has been a long psychological 
warfare between the Kuomintang and 
Communists for the soul of the Chinese 
seaman and, in Hongkong, it seemed 
the maiority of sailors were favouring 
the ‘reds’ who promised more benefits 
and who could be trusted to keep their 
promises if not always so at least with 
more reliability than the Kuomintang. 
Generally, Chinese seamen are quiet, 
unobtrusive, efficient, cheerful; very 
few showed truculence. The public 
rarely learned of any dispute between 
a shipping firm and its seagoing men. 
Earnings of sailors were usually much 
better than any landlubber could show; 
and adventitious profits are a source of 
considerable importance in almost any 
seaman’s budget. For the brave and 
the bold there are’ unusual chances to 
get rich quick: pidgeon cargo, mer- 
chandise and bullion smuggling, stow- 
aways and illegal immigrants etc. As 
it goes with the more enterprising Chi- 
nese here and elsewhere, it is not the 
amount of wages to be earned which 
makes a job attractive but the pro- 
fits to be earned from exploiting a par- 
ticular job. 


So far, seamen in Hongkong have not 
tried to influence management in any 
way as to the course of action to be 
taken. But it must be presumed that 
the. majority of seamen are in fayour 
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of Chinese shipping companies’ co- 
operation with the Peking Government 
and that the return of, say, the Ming 
Sung to Shanghai would be welcomed. 
It appears the logical conclusion any- 
way, or is one to suppose that it would 
be a better bargain to sell the fleet to 
any bidder, including the new Chinese 
regime, and settle in more congenial 
climes? 


With regard to the ships owned by 
the CMSN there can be no doubt that 
Peking will demand to be recognised 
as the legal successor to the former 
Nanking government and then to be 
permitted to take over all official assets 
held abroad. It is therefore likely that 
some Nationalist owned ships will be 
sent away from here and ordered to 
seek refuge in Formosan harbours. 
During such a manoeuver it is, how- 
ever, probable that there will be some 
‘mutiny’ and that orders will not be 
carried out. The influence of the 
WFTU controlled sector of local sea- 
men is growing as a result of the poli- 
tical changes in China and that WFTU 
and communism is one and the same 
thing has become very obvious by now. 


Air Lines of China 


It is about a month that the two 
Chinese air transport companies, CNAC 
and CATC, have—as far as the ad- 
ministrative and operation manage- 
ment and the majority of the staff 
members are concerned—placed thern- 
selves under the authority of the Chi- 


nese Government at Peking. Their 
conduct has been described as ‘de- 
fection’ and the Chinese Nationalist 


Government at Chungking and Taipeh 
has denounced the change of loyalty, 
and has taken legal action in Hongkong 
to regain the rights of possession of 
properties of CNAC and CATC. The 
legal battle is on and as the Peking re- 
gime has not yet been recognised by 
the British Government the position 
is in favour of the Nationalists; for the 
time being, no party is in effective 
control of the assets of the two avia- 
tion companies and their air transpor- 
tation has ceased since November 10. 


This deadlock is expected to con- 
tinue until the de jure recognition of 
Peking when air services with China 
will be resumed. Until that time only 
CAT (American owned airline opera- 
ting in Nationalist territories) can carry 
on with civil aviation connections in- 
side. a small portion of Western China 
and Formosa, and can also load and 
unload freight, mail and passengers at 
Hongkong. The remaining properties of 
CNAC and CATC in Chungking, a few 
other cities in Western China and in 
Formosa have been placed under the 
control of US General Chennault’s CAT. 
Unscheduled flights between Hongkong 
and Nationalist cities of China are made 
by a number of aviation companies 
and Hongkong Airways are trying to 
maintain a regular flight into Formosa. 
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As the territory under Nationalist au- 
thority is rapidly shrinking and the 
new regime is about to assume con- 
trol over the whole mainland, the 
question of aviation in China is how- 
ever being solved by itself. 


It was wrong to berate the CNAC 
and CATC managements and _ local 
employees when they, at long last, de- 
clared themselves in favour of Peking 
and against Chungking (the temporary 
seat of the Nationalist Government); 
their step was called defection but there 
was no other way out of the defeat 
which the Nationalists have suffered 
than to acknowledge it and to pledge 


loyalty to the new masters. The two 
Chinese aviation companies had 
actuaily waited until the very last 


moment; even when Canton fell, with- 
out any opposition put_up by the Na- 
tionalists, the CNAC and CATC man- 
agements continued with their  ser- 
vices although the two companies be- 
came virtually refugees and no longer 
maintained flights in China but mainly 
between a few cities in China and 
Hongkong and some other foreign des- 
tinations, As the resistance of the Na- 
tionalists was coming to an end and 
even the core of the Party of Chiang 
Kai-shek disintegrated, the two air- 
lines could not wait any longer; be- 
sides, their flight schedules were con- 
tinually abridged, owing to the ex- 
tension of the control of the People’s 
Government, and revenue dropped far 
below earnings. The surprising thing is 
that the general managers of the two 
airlines, when flying to Peking (on 
November 9) and placing themselves 
and their companies under the au- 
thority of the People’s Government, 
were permitted to continue their jobs, 
seeing that their ‘defection’ came prac- 
tically at the last moment when no 
other step was possible. It is however 
probable that a new management, of 
both companies, will be set up and 
that the main executive jobs will be 
taken out of the hands of the previous 
managers. 


The ‘defection’ of the CNAC and 
CATC has not been of any serious 
consequence to the Nationalist regime 
—their last days are numbered and 
nothing short of a miracle can save 
them, Air transport is maintained in 
what remains of China under Chiang 
Kai-shek’s control by CAT biit there 
will be soon no necessity: to have 
planes flying in China proper-—except 
war planes, But for the Peking regime 
it will become very urgent to have 
civil airtransport resume and for that 
purpose the ‘defectevi’ company execu- 
tives and the administrative, flying and 
ground staff are preparing some skele- 
ton schedules although the number of 
usable air craft at their disposal is 
below 20. The bulk of CNAC and 
CATC machines have been assembled 
in Hongkong prior to November 9, and 
since these planes cannot be moved 
from the Colony’s airfield they are of 
no use to China, red or blue. Even- 
tually, the locally impounded planes 
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Vegetables and the Hongkong Food Supply 


By G. S. Kennedy-Skipton 


(Special Agricultural Commissioner to 


Hongkong is now the only place 
where the West has relatively free 
contract with a Communist country. 
Whether the Communists will allow 
this state of affairs to continue depends 
upon Hongkong’s power to maintain 
itself and this in turn on the provision 
of an adequate food supply for the 
about two million inhabitants. For this 
reason the supply of fresh vegetables 
to the urban area has now assumed 
very great importance. At present 
more than half the vegetable supply 
comes from Kwangtung province but 
an important source of supply and in 
war the sole source, is the rural district 
of the Colony known as the New Ter- 
ritories. This is an area of 356 square 
miles of which owing to its hilly nature 
only 75 are under cultivation, almost 
all of it terrace or naturally level and 
less than 25 cultivated for vegetables. 
An area of 25 square miles is of course 
small in relation to a population of two 
millions but by greater use of the human 
manure of the city, the production— 
possible in this climate with adequate 
manuring—of three crops a year, and 
the encouragement of more intensive 
farming by provision of credit and a 
reduction in transport costs would make 
it possible to provide a half, and if the 
whole area of 75 square miles were 
used the whole of the Colony’s require- 
ments of fresh vegetables. 

The explanation of this seeming 
miracle lies in the abundant rainfall, 
the equally abundant supply of skilled 
labour, and a year long growing season. 

Such is the overall picture. What 
steps have the local Government taken 
to implement its possibilities? 

First as to manure. Owing to the 
poverty of the individual farmer arti- 
ficial manure is little used. Main re- 
liance is placed on human manure 
(nightsoil), as animals are few (princi- 
pally draft cattle and a few pigs and 
chickens kept to utilise food refuse). 
The amount of human manure avail- 
able from the city is now about one 
thousand short tons a day. Until the 
Japanese war the city’s human manure, 
contrary to Oriental practice, was 
either dumped at sea or sold out of the 
Colony to the highest bidder. During 


will be allowed to resume flights again 
but then they will bear red insignia. 

The recognition issue is of vital im- 
portance for the future of Hongkong- 
China trade and although there are 
justifiable misgivings about the com- 
mencement of Official relations between 
London and Peking it is generally felt 
that any further delay would serve no 
useful purpose. Once Peking has been 
recognised, at least by the British Gov- 
ernment, full resumption of com- 
munications will be immediate. The 
new Chinese authorities can be ex- 
pected to recognise international avia- 
tion agreements entered into by their 
predecessors, and therefore all air 
transport. interests here may look with 
confidence into the future, 
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the Hongkong Government 1939-41) 

the war the Japanese constructed in a 
substantial manner the necessary ma- 
turation tanks for rendering nightsoil 
safe for use as manure: these are now 
being operated and their number in- 
creased but it is still the case that the 
greater part of this enormous potential 
supply is not being used for agricul- 
tural purposes. Since it has been found 
possible to sell the output of the Gov- 
ernment tanks at the relatively cheap 
price (in relation to the value of veget- 
ables) of 95 cents a man load (about 
133 lbs.) at the tank and $1.25 a man 
load delivered by lorry anywhere along 
a motor road, the more efficient utili- 
sation of the city’s manure for growing 
vegetables cannot be too strongly urged. 

Secondly, regarding the work of 
vegetable production. Skilled labour 
is plentiful but the farmers are greatly 
impeded by lack of credit. Many are 
in the hands of money lenders who 
flourish in the New Territories. Since 
much of the land is in the hands of 
share croppers who compound for their 
rent by handing over a large share of 
the produce to the landlord, or of in- 
digent landholders who depend on 
usurious mortgagees and money lenders 
for loans, the need of cheap agricul- 
tural credit is obviously urgent. Prac- 
tically nothing has been done up to now 
to implement this need, although pious 
utterances are made from time to time, 
such as that by the British Under 
Secretary of State on his recent visit 
when he called for land banks. The 
normal rates of agricultural credit are 
between 12% to 24% per annum on 
secured loans, figures which speak for 
themselves. 

The technical skill of the farmers in 
the production of vegetables, and their 
adjustment to local soil and climatic 
conditions are both at a very high level, 
attainments not surprising in “Farmers 
of Forty Centuries” as one authority 
describes the Chinese farmer. As re- 
gards seed, the use of high grade Am- 
erican and Australian varieties is 
already widespread but the use of 
native seeds with poorer yields _ still 
persists, owing mainly to their greater 
resistance to disease. Since little is 
known of the controls exercised by the 
entomology of the local soil on plant 
life the introduction of new strains is 
a slow and often uncertain process. The 
Government has assisted by the estab- 
lishment, in 1940, of an experimental 
farm, and much pioneer work in the 
study of comparable soils has been 
done by Mr. McClure and others of the 
Agricultural Department of Lingnan 
University, Canton. Generally however 
it may be said that under present con- 
ditions and given adequate manuring 
yields are high and that there is little 
scope for improvement in the actual 
technique of production. 

Thirdly, as to transport and market- 
ing. Previous to August 1946 these 
were in the hands of private enterprise 
and private wholesale markets existed 
both in Hongkong and Kowloon. The 
farmers generally were satisfied with 
the arrangements although the Gov- 


ernment, who had lately committed 
themselves under the stimulus of the 
Colonial Office to a programme of 
agricultural development, thought 
otherwise. In that month’a wholesale 
market for fruits and vegetables to 
serve the whole urban area of the city 
was opened in Kowloon. At the same 
time legislation was passed compelling 
all growers of fruits and vegetables to 
deliver their produce to this market 
and in the case of areas near the main 
roads to Government reception stations 
on these roads for transport thither by 
Government lorry. At the wholesale 
market the produce is auctioned—by 
Government officers and if the buyer 
so desires it transported free of charge 
to the Hongkong side by truck and 
launch. However the market closes at 
2.30 p.m.: the launches serving a given. 
area on the Hongkong side leave only 
at 3 hour intervals: and the Govern- 
ment charge of 10% on the auction 
price for its services is considerably 
more than the recognized charges un-- 
der the previous private system. 

The farmers, who are not represented. 
in any sense on the Legislative Council, 
have consistently opposed this arrange-- 
ment. No doubt the contrast between: 
modern conditions of consumption and 
age old methods of production and to 
a lesser extent distribution was bound 
to lead to Government interference 
sooner or later, but the facts, which 
the farmers emphasise, that Govern-- 
ment control has resulted in substitut-: 
ing over relatively short distances land 
transport by lorry for water transport 
by boat and in placing the wholesale 
centre in Kowloon at a distance from 
the centre of consumption in Hong- 
kong are economic arguments which it 
is difficult to refute. Moreover they 
contend that the old private marketing 
system was remarkably free from graft 
and corruption. In 1940 an official in- 
vestigation of the situation disclosed 
that the percentages paid here and 
there along the way were not oriental 
“squeeze” but moderate commissions 
for services and risks due to the heavy 
and necessary losses to which the 
handling and transport of fresh green 
vegetables are subject. The farmers 
have a vigorous mouthpiece in the 
Farming and Agricultural Association 
which consists of 600 dues paying 
members, mostly vegetable growers. 
Following continual agitation by this 
body against the Kowloon Wholesale 
Market, on November 15th last the 
Government opened a second whole-— 
sale market on Hongkong island at a 
site near the Naval Yard in the east 
of the city. Although not in the best 
position this site is a great improve- 
ment. However the benefit that should 
accrue from this is largely vitiated by 
the fact that the supplies for this mar— 
ket from the New Territories are still 
brought by expensive lorry haulage on 
the mainland with wasteful breaking 
of bulk for transport on to a cross 
harbour boat and off it on to another 
lorry for transport to the market. It 
is to be hoped that the older and more 
natural method of water transport all 
the way, between 8 and 35 miles at the 
most, to the Hongkong sea front will 
be introduced without delay. 
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Progress of Manufacturing Industries of Hongkong 


Trade unions (which term covers in 
Hongkong also employers’ associations 
and mixed owner-worker clubs and 
other guild-like organisations) totalled 
as at Sept. 30 this year 185 with a 
membership of 141,844 men and women. 
Employers’ associations amounted to 59 
with an aggregate membership of 7946. 
The distribution of membership of re- 
gistered trade unions and employers’ 
associations followings:— 


Industrial Distribution of Membership 
of Registered Trade Unions 


Approx. Percent- 


Group of Unions No. of age of 
Members Total 
Agriculture, Forestry, 

Hunting & Fishing 1,246 9 
Mining & Quarrying 69 05 
Manufacturing ..... 42,938 30.3 
Construction § 5.5.5 8,437 5.9 
Electricity, Gas, 

Water & Sanitary 

pervices: —: .'sty.50 5,068 3.6 
Commerce ......-. 10,596 7.5 
Transport, Storage & 

Distribution wines 44,713 31.5 
MICK VICCS aac. cicys.c)s Mee 28.777 20.3 

Totals aVeieitoinetete ¢ 141,844 100.0 
Industrial Distribution of Membership 


of Registered Employers’ Associations 


Approx. Percent- 


-Group of No. of age of 

Associations Members . Total 
Manufacturing ..... 4,494 56.6 
Construction ....... 517 6.5 
Commerce  ........ 2,672 33.6 
Transport, Storage & 

Distribution ..... 62 8 
SELNCEEW =55 gogandcdns 201 2.5 

ROLALS = Mie ouekee osG/s 7,946 100.0 


Such transport to be economical must 
be by sail and oar rather than by en- 
gine power. The bureaucratic control 
ot such transport evidently involves 
administrative difficulties wnich do not 
apply to lorry transport along a well 
pouced road. However if as represen- 
tatives of the Association urge, nomi- 
nees of the tarmers are appointed to 
cooperate with Government officials in 
controlling the transport, it should be 
possible to assure that the produce 
reaches the market without loss by 
“leakage” or theft. New Territory 
farmers are eminently reasonable and 
their inborn deterence to officials should 
make them all the easier to work with. 


To sum up, the defence to Hongkong 
urgently demands the increase of local 
vegetable production: such an increase 
is as practicable as it is urgent: but its 
realisation depends on a more intelli- 
gent application than hitherto of avail- 
able means and available methods. 


There has been further and marked 
progress of Hongkong’s manufacturing 
and other industries during the third 
quarter of this year and as at Sept. 30 
the total number of registered factories 
amounted to 1373 (against 1309 end of 
last June and 1143 end of March 1948) 
and the total number of workers em- 
ployed in these factories aggregated 
74,869 (of whom 45,781 men and 29,088 
women) compared to 70,770 workers 
last June and 60,650 in March 1948. 
Against March 1948, the Sept. totals 
exceed those figures by 230 factories 
and 14,219 workers. In our issue of 
Oct. 6, pp. 426/31 the situation as re- 
gards local industries and labour at the 
end of half year 1949 was reviewed at 
length. 

During the first 3 quarters of this 
year 324 factories applied for registra- 
tion and up to the end of Sept. a total 
of 162 registration certificates were 
issued. In addition to the registered 
labour force there are an_ estimated 
10,000 to 15,000 workers employed in 
workshops which either are not requir- 
ed under existing labour legislation to 
apply for registration or otherwise have 
failed to observe regulations. 

Cement Production:—There was an 
unprecedented expansion of production 
of cement by the local Green Island 
Cement Co. Ltd. which recorded in 
Sept. 7623 metric tons against monthly 
averages of 4200 tons, 4435 tons and 
2852 tons for the period Jan./Sept. 1949, 
the year 1948 and the year 1947 res- 
pectively. Increased local building 
activity by Government and military 
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authorities and better offtake by com- 
mercial construction firms, owing to re- 
dyiced supplies from abroad, were the 
causes of this ‘unusually large Sept. 
production. 

Milk Production:—In Sept. a total of 
69,029 gdllons of fluid milk were pro- 
duced by local dairies against monthly 
averages for Jan./Sept. this year, the 
year 1948 and year 1947 respectively of 
59,779 gals., 42,987 gals. and 32,544 gals. 
Demand for more fresh milk by the 
community is expanding and as the 
purchasing power of large sections of 
i0cal citizens is improving the consump- 
tion of milk is steadily rising; another 
very welcome indication of the pros- 
perity which Hongkong, by & large, 
enjoys. ’ 

Mining Production:—During the first 
9 months of this year mining produc- 
tion in the New Territories was yield- 
ing the following quantities:—iron ore 
40,737 tons (in August and Sept. respec- 
tively 6810: tons and 5658 tons); wol- 
fram ore 900 lbs; tin ore 800 lbs; tin 
slabs 276 lbs. In 1948 iron ore produc- 
tion aggregated 908,238 tons, wolfram 
ore’ 200 Ibs, anid tin ore 1811 Ibs. No 
clay was mined this .year. 


EXHIBITION OF CHINESE 
PRODUCTS IN HONGKONG 4 
‘The Chinese Manufacturers Union 


.of Hongkong has arranged another of 


its very successful exhibitigpns which 
have become an annual occasion for 
local factories to display their goods for 
the benefit of overseas visitors. The 
7th Exhibition of Chinese Products . of 
Hongkong will be held here from 


The ever rising output figures of the two electric power companies in 
Hongkong and Kowloon testify to the expansion of industrial activity as well 


as to general progress of the economy of the community. 


Encouraging are 


also the gas distribution figures as they show, particularly under gas for in- 
dustrial use, conspicuous increase. Latest. statistics with comparisons follow:— 


Consumption of Electricity 


Monthly Monthly 
arom ey Average Average September 
yetaze META BE Jan.-June Jan.-Sept., 1949 
1947 1948 1949 1949 
Kw. Hrs. Kw. Hrs. Kw. Hrs Kw. Hrs. Kw. Hrs. 
Lighting 3,298,718.00 4,346,143.34 5,192,943 5,435,005 6,172,658 
POWOr i sissies 1,244,540.71 3,775,142.33 5,189,649 5,631,710 6,737,219 
Traction 631,524.50 749,802.00 807,071 810,590 809,707 
Bulk Supply 
Consumers . 2,340,809.42 3,570,114.25, 4,863.378 5,243,905 5,938,225 
Public Lighting 71,710.92 93,789.33 131,971 113,169 . 120,297 
Total 7,587,303.55 12,526,000.25 16,165,012 17,234,379 19,778.106 
Gas Manufacture & Distribution 
Monthly Monthly Monthly Monthly 
Average Average Scptember 
Average Average Jan.-June Jan.-Sept 1949 
1947 1948 1949 1949 
Cubic feet Cubic feet Cubic feet, Cubic feet Cubic feet 
Domestic ) (26,581,967 26,827,634 27,697,000 
Industrial) . 17,033,392 21,975,525 (1,478,500 1,738,290 2,544,500 
Public Lighting 1,328,567 1,980,183 2,524,500 2,346,965 ; 1,845,800 
Ota sisisieie 18,361,959 23,955,708, 30,574,967. 30,912,890 32,087.300 
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Hongkong Factory & Industrial Labour 


Total Number of Employees in Registered & Recorded Facories & 


Workshops ag at September 30, 1949 


No. of No. of 

Industry Factories Employees 
Mining and Quarrying 
Metal Mining: Iron 

Ore Mining 1,205 


Manufacturing 


Food Manufacturing 
Industries except 
Beverage Industries 
Meat Canning and 
Preserving ....... 3 79 
Fruit & Vegetable Can- 
ning &_- Preserving: 
Vegetable & Fruit . 6 187 
Ginger 749 
Vegetable Oils, Soy 
Sauce & Gourmet 


Powder 1,079 


December 15 to January 2 and it will 
occupy 80,000 square feet. There will 
be 427 stalls and more than 220 fac- 
tories which will go on display with 
their goods. 

Local products exhibited at the last 
two British Industries Fairs in London 
have been highly commended for their 
quality. In the coming local exhibition 
dn endeavour will be made to show the 
improved quality of local manufactures 
and thus to give an idea of the progress 
which has been made in Hongkong. 
Credit for some of the improvement 
must go to the Hongkong Manufactur- 
ers’ Union, an organisation which has 
been striving for modernisation of local 
factories and which has also advanced 
the interests of local industrialists in 
many respects. Only recently a trade 
promotion section has been set up by 
the Union and it is hoped that there 
will be increased export of local pro- 
ducts. What many of Hongkong’s in- 
dustries need is better publicity abroad 
and more aggressive marketing. There 
should be ample opportunity during 
the forthcoming exhibition 
new friends abroad and establish con- 
tacts which in due course may yield 
better business. 


The main exhibits will be as follows: 

Bakelite Goods, Batteries, Biscuits & 
Confectionery, Brushes, Buttons, Cam- 
phor, Can Manufacturing, Canned Food, 
Casings, Ceramics, Children’s Dresses, 
Cosmetics & Perfumery, Cotton Spin- 
ning, Cotton Wearing, Drawn Work, Dye- 
ing, Egg Products, Embroidery, Enamel- 
ware, Flashlight Cases & Bulbs, Foam 
Fire Extinguishers, Glassware, Gourmet 
Powder, Hatwear, Hurricane Lanterns, 
Ivory Goods, Knitted Goods, Lacquer- 
ware, Lacquers & Paints, Leather 
Goods, Matches, Medicines, Metalware. 
Mosquito Destroyers, Needles, Noodles, 
Paper Fans & Toys, Pencils, Plastic 
Goods,’ Porcelain, Preserved Ginger & 
Fruits, Printing, Rubber Goods, Shirts 
& Underwear, Silk Wearing, Soaps, 
Soya-Bean Sauces, Tannery, Tea, To- 


bacco, Umbrellas, Vacuum Flasks, 
Wrist-Watch ‘Bands, Wollen Knitted 
Yarn. 


to win: 


Bean Curd ........ 
Flour & Rice Milling 
Bakeries, Biscuits & 

Confectionery 
Sugar Factories 

Refineries ........ 
Cocoa, Chocolate and 

Sugar Confectionery 
Miscellaneous Food 

Preparations ...... 
Beverage Industries: 

Wine Industries 

Breweries & Manu- 

facture of Malt .. 

Soft Drink Industries 
Tobacco Manufactures: 

Cigarettes & Cigars 


and 


Manufacture of Textiles: 


Spinning, Weaving 
& Finishing: 
Cotton & 

Spinning ..... 
Wool Spinning 
Weaving 
Finishing 

Knitting Mills ..... 

Cordage, Rope and 
Twine Industries . 

Manufacture of Tex- 
tiles not elsewhere 


classified: Daros%: 
Manufacture of Foot- 
wear, other than 


weaving apparel & 


made-up textile 

goods: 

Manufacture of 
Footwear except 


rubber footwear - 
Manufacture of 
Weaving Apparel, 
except footwear . 
Manufacture of 
Made-up Textile 
Goods, except 
weaving apparel . 
Manufacture of Wood 
and Cork, except 
furniture: 
Sawmilling ........ 
Cork Manufacturing 
Manufacture of 
Trunks & Cases . 
Manufacture of Furni- 
ture and Fixtures: 
Wooden Furniture . 
Rattan Furniture 
Manufacture of Paper 
and Paper Products: 
Paper Manufacture 
Articles of Pulp, Pa- 
per & Paper-board 
Printing, Publishing & 
Allied Industries: 
Printing: aceence 
Newspapers 
Paper Dyeing 
Manufacture of Leather 
& Leather Products, 
except footwear: 


Tanneriesin ser. vals.e3 
Manufacture of Rubber 
Products: 
Reclaimed Rubber 
Products| "...2+ ocee 


9 
24 


15 

4 
12 
18 


one 


36 


132 
291 


866 
46 
269 
564 
25 


174 
585 


1,292 


5,252 
270 
6,916 
604 
6,617 
243 


71 


193 


1,226 


90 


179 
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Shoes 


Manufacture of Chemi- 
“cals and Chemical 

Products: 

Basic Industrial 
Chemicals, includ- 
ing Fertilisers: 
Chemicals 


sete eee ene 


sete rete eee 


Miscellaneous Chemi- 
cal Products: 
Firecrackers 
Medicines ...... 
Cosmetics... <<... 
SOap pes: cctassilescs 
Paint & Lacquer . 
Printing Ink 
Matches 
Joss Sticks & Mos- 

quito Sticks 
Camphor Oil and 
Powder | ..«:.: 
Glue & Gelatine 
Bone-grinding 
Manufacture of Pro- 
ducts of Petroleum 

Coal: 

Petroleum Refineries: 
Kerosene Refinery 


Manufacture of Non- 
metallic Mineral Pro- 
ducts, except Pro- 
ducts of Petroleum 
and Coal: 

Structural Clay Pro- 


ducts: 

IBTICKSTR «CC: Mercere 

Pottery, China & 
Earthenware ‘ 
Glass and Glass 
Products") ..<..0+ 

Cement: 


' Tiles and Blocks 
Cement Manufac- 


tULGibecs, ¢ wclPs cee 
Non-metallic pro- 
ducts not else- 
where classified: 

Abrasives 2.4.24 
Gypsum Powder . 
Lime-kilns ...... 


Basic Metal Industries: 
Iron and Steel Basic 
Industries: 
Iron Foundry .... 
Rolling Mills .... 


Non-ferrous Basic 
Industries: 
Refinery of Wol- 

frame Woes 
Refinery of Man- 
ganese’ ~ Sso8..% 


Manufacture of Metal 
Products, except Ma- 
chinery & Transport 
Equipment: 

Tin Cans Sanco siede 
Metal Wares ...... 
Aluminium Wares .. 
Enamel Wares 

Vacuum Flasks .... 
Electroplating ..... 
Type Foundries .... 
Needles .......2.. 

Manufacture of Ma- 
chinery, except Elec- 
trical Machinery: 
Repair: of Machinery 
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Poo 
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wre 


133 


4,459 


436 


461 
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Manufecture of Elec- 
trical Machinery, Ap- 
paratus, appliances 
and Supplies: 
Repairs of Radios .. 
Hand Torches 
Electric Bulbs 
Batteries. 2c. Scone 
Neon Light ....... 


Manufacture of Trans- 
port Equipment: 


Shipbuilding and 
Repairing ~.:.... 

Railway & Tram 
Construction and 
Repairing: 
Tramways ...... 

Repair of Motor 


Vehicles & Cycles: 
Motor Buses 
Lorries & Cars .. 
Aircraft Repair: 
Aircraft (over- 
hauling)® ...°. 


Miscellaneous Manu- 
facturing Industries: 
Manufacture of 

Photographic and 
optical Goods .... 
Jewellery & Related 
AT UCIES ae referers stories 


Musical Instruments: 
Gramophone Re- 
cords: (ei 
Pianos". ch dete 
Industries not else- 

where classified: 


Abacuses ....... 
Feather sorting & 
cleaning#" 280.7 
Toothbrushes 
Buttons!=-.....052 3 
Ice & Cold Storage 
Bakelite Wares .. 
Plastic Wares .... 
Ivory Wares 


Construction 
Construction: 
Construction Works 
Terrazo Works a 
Electricity, Gas, Water 
& Sanitary Services 
Electricity Gas and 
Steam: 
Electric Light and 
POW Clas, |. teystoticueie’e 
Gas Manufacture & 
Distribution 


Commerce 
Wholesale & Retail 
Trade: 
Petroleum 

tion 


Installa- 


Services 


Recreation Services: 
Motion Picture Pro- 
auction) Wskiectavers 
Personal Services: 
Laundries 


20 


eb 


a 


_ 


> 


8,506 


1,653 


539 
47 


909 


666 


10 
623 


74,869 
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SUMMARY OF DISTRIBUTION OF &MPLOYEES IN REGISTERED 


~ AND RECORDED FACTORIES IN HONGKONG 
Total Total 
Employees % of Employees % of 
Industry March Grand September Grand 
1948 Total 1949 Total 
Mining and Quarrying. swcssssris csc _ — 1,025 1.35 
Manufacturing: 
Food Manufacturing, except Bever- 

AMOS Me sate cee usmoe rasree/euershe nayete cee’ s 3,030 4.99 4,262 5.69 
Beverage” Industries” ©. cc. sis once 400 66 784 1.04 
Tobacco Manufactures ............. 1,244 2.01 1,292 1.72 
PLOXtileS™ haces menateteiet eters crea atecema ates’ 13,347 22.00 19,973: 26.67 
Footwear, other than wearing apparel 1,316 2.18 1,509 2.02: 
Wood and Cork, except Furniture .. 536 89 564 -76 
Furniture and Fixtures ............ 309 52 348 46 
Paper and Paper Products ......... 130 22 216 -29 
Printing, Publishing & Allied Indus- 

PESIO TF. Ue crores scaly erat ccn i teticdeceisceuers’s 3,904 6.44 3,734 4.99. 
Leather & Leather Products, except 

LOOCWOAET Poe. enn ccs cists ssnimrnrets ois 141 23 179 24 
Rubber Producers ie stew recites sneasnvele 5,171 8.53 4,514 6.03 
Chemicals & Chemical Products .... 2,235 3.68 2,723 3.64 
Products of Petroleum and Coal .... 10 02 6 01 
Non-metallic Mineral Products, ex- 

cept Products of Petroleum & Coal 1,662 2.74 1,715 2.29: 
Basic Metal Industries ............ 966 1.59 1,041 1.39 
Metal Products, except machinery .. 4,982 8.21 8,892 11.88 
sion Re except electrical Machin- 

a i irs RARE CE aA A OMT Ii 1,118 1,84 1,415 1.89 
Electrical Machinery & Apparatus .. 3,623 5.97 4,079 5.32 
Transport Equipment .............. 12,949 21°35 11,654 15.57 
Miscellaneous Manufacturing Indus- 

tries ee ce ee actos Vales ears ates 1,295 2.13 1,805 2.55 

Totals, Manufacturing .......... 58,348 96.20 70,705 94.45 

COnStruction mi pekesrsctetoe siete «leiertieteisretetaseys 52 09 366 49 
Electricity, Gas, Water and Sanitary 
ServicOsiee Hite Sissi. cect hon etarete: oc 1,348 2.22 1,474 1.97 
Commercewie.: ciis,.t sone mies otis phorus. 616 1.02 666 83 
Transport, Storage & Communication . 62 10 — —_— 
SErvicesPenaaee Mas cage tcet Meat oe. 224 37 633 85. 
Grand “Dotals: hime secrsies.sslermece 60,650 100.00 74,869 


Hongkong Enamelware Industry 


The enamelware industry in Hong- 
kong is one of the several industries 
that have been started in this Colony 
by industrialists from North and Central 
China, particularly Shanghai, since the 
setting in full swing of the civil war 
after the failure of General Marshall’s 
mission in 1947 (which heralded the 
outbreak of civil war). Out of the 9 
enamelware companies now operating 
in Hongkong 7 are owned by Shang- 
hai manufacturers. This industry has 
kept all the time expanding. During 
the current year there has existed a 
boom in this industry. From 5 com- 
panies at the beginning of 1949 the 
number has by September risen to 9 
and 2 new ones are ready to start opera- 
tions soon. Two established companies 
have recently built additional plants 
to handle the growing volume of or- 
ders. From March to Sept, 1949 the 
total number of workers employed by 
the enamelware industry has increas- 
ed from 1806 to 2328 representing an 
advance of 28.9% within 6 months. 
Registered operating companies with 
the respective number of workers are 
at present as follow:— 


No. of workers 

Male Female 
I Feng Enamelware Co., Ltd: 620 145 
New .China Enamelware Co.,, 


(b2 & 1) pee conde Sb oabemo noche 9 28. 
Kiu Foong Enamelware Fac- 

Lo) alr) Wo Be ARR er ariase.oodds 333 54 
Pacific Enamelling Factory ... 261 38 
Diaward Steel Works ........ 180 19 
World Light Enamelware Fac- 

COLY | (feinus wcvateinisisreveis Veslaiergerstetetas 94 2. 
Far basen Maawelvate Fac- 

Ol. conn span ocadarsnoonan pe 30 
Union Ceramic Industries Co. 3 17 
Lucky Enamelware Factory .. 15 — 

1,975 356 

The products of the industry here 

consist of utensils, receptacles and 


containers such as wash basin, rice 
plate, soup plate, mug, lunch carrier, 
stew pan, coffee pot, tea kettle, tray, 
spittoon, chamber pot, finger bowl, 
bucket and laundry tub. Enamelware 
for hospital use is not produced here 
as articles for this purpose require 
strict conformance to standards and 
the finest finish. Local factories seem 
not yet able to produce highest quality 
goods. Products for daily use have 
found a ready market. among Chine 
as, they are economical, unbreakable, 
easily cleaned, and can be used over 
fire, 
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Over 90% of the total output of the 
factories here is for export. Local con- 
sumption is ‘very limited. Thé main 
buyers are East, South and West 
Africa. Considerable quantities re 
also exported’ to Siam, Malaya, ,and 
Pakistan, while smaller quantities are 
shipped to. Indonesia and the Philip- 
pines. There is no tangible export tv 
China as enamelware is restricted un- 
der the import regulations. What 
little there -has been transported went 
to Taiwan and Canton in the form of 


personal effects by petty ‘roving 
traders. 
At present all local enamelware 


makers have their hands full of orders 
and some. factories. are putting on 
night shifts in order to speed up de- 
liveries. Business during the current 
year amounts to a monthly average of 
about HK$2-million, of which the two 
larger factories account for $1:3 mil- 
lion (I Feng about $800,000 and New 
China $500,000). 

In prewar days Japan was the only 
Far Eastern country supplying enamel- 
ware to those markets that are now 
buying from Hongkong. Although 
Japan resumed exporting this product 
yet this does not constitute now’ severe 
competition. for local manufacturers in 
view of the comparatively higher cost 
of production in Japan than in Hong- 
kong. Japanese enamelware products 
quote on the market 20-30% above 
local ones. Another factor that dis- 
pels fear of Japanese competition is 
that the old customers of Japan who 
have become new’ buyers’ from 
Hongkong are in the sterling area. 
There is however some competition in. 
African markets by Czechoslovakian 
enamelware makers as they are ask- 
ing nearlyi the same prices as Hong- 
kong and in some cases their products 
are of better workmanship. As it is 
not likely that in the immediate ‘future 
Japan will bring out cheaper products 
or will ever become a member of th? 
sterling area the outlook for the boora 
in Hongkong’s enamelware _ indus- 
try will remain bright for quite some 
time to come. The lifting of. the 
blockade of Chinese ports will certain- 
ly revive the enamelware industry of 
Shanghai but it will have first to sup- 
ply the enormous domestic demand 
before attempting export. 

Sales here are usually done by ask- 
ing for letters of credit and sometimes 
sight drafts are accepted. The f.o.b. 
prices of some main enamelware pro- 
ducts are listed below: 

Wash basins: 1-special, 28cm to $6 
cem—$12.20-81 per dozen. 2-standard, 
34 cm—$29.20 per dozen, 8-ridged edge, 
34 cm to 36 cm—$26.70-45.40 per dozen, 

Soup plates: 14 cm to 26 cm, $2.90- 
10.30 per dozen. Coffee pots: 13 cm, 
$29 per dozen. Spittoons: $34-60 per 
dozen. Chamber pots: 20 cm. to 24 cm. 
$37-45.60 per dozen. 

Manufacturina Hollow Enamelware 


A. RAW MATERIALS:— 1. Metal: 
Steel Sheet.—2. Chemicals: Glass Sand, 


Feldspar, Soda Ash, Soda _ Niter, 
Cryolite, Fluorspar, Antimony Oxide, 
Tin Oxide, Sulphuric Acid, Colour 


Oxides, Clay, etc—3. Refractories: Fire 
brick. —4. Fuel Oil. 


‘ 
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THE COMMUNISTS AND SHANGHAI 
By Alberto da Cruz 


When the Communist authorities 
entered Shanghai late in May this 
year they achieved their greatest 
single victory in their 20 years’ strug- 
gle against the Kuomintang. The 
occupation of Shanghai not only 
synthesized the collapse of Nationalist 
power in the pre-war most thriving 
metropolis in Asia, but provided the 
Communists with the challenge to re- 
peat before the gaze of the world their 
rural administrative successes in a 
thoroughly urban locale, and thereby 
buttress their position in the interna- 
tional arena in perhaps the most 
crucial period of their evolution. 

Have - they failed in their efforts? 
Has Shanghai, once the _ glittering 
symbol of Western civilisation blossom- 
ing under the sole impetus of com- 
mercialism, been reduced to economic 


and political impotence under their 
rule? Have they succeeded in im- 
planting their creeds of totalitarian 


austerity, of Marxism and _ thought- 
control over a population long identified 
as the most diversified, the cleverest 
and shrewdest in ‘China, and the most 
difficult to regiment? 

These are difficult questions, and the 
answers to them, if taken out of con- 
text, may supply distortion to an other- 
wise’ tragically plain picture of an 
irresistible force meeting chaotic ver- 
dant soil, and vegetating simply because 
the ruinous conditions that preceded its 
approach invited overhaul. 

The Communists, unless a new war 
engulfs China and the world, are per- 
haps in Shanghai to stay, and the 
fundamental impulse among the masses 
there is to accept this as irrevocable and 


B. EQUIPMENT: — 1. Hand and 
Power Presses, 2. Die-making Machine 
Tools, 3. Pickling Tanks, 4. Burning 
Furnaces, 5, Oil Burners, 6. Mechani- 
cal Chargers, 7. Air Compressors and 
Spray Guns, 8. Saw Mill for Making 


Cases, 9. Warehouse Transporters, 10.. 


Automobile Trucks. 

C. PROCESS:—1. The steel sheets are 
first punched into flat discs. 2. The 
flat discs are formed in power presses 
for ware sizes of 16 cm to 50 cm. 
Some hollowware requires deep draw- 
ing. The formed wares are then 
known as “Blanks.” 3. The oil on the 
blanks are then burned off by anneal- 
ing in a furnace. 4. The annealed 
wares are then pickled in a tank con- 


taining sulphuric acid, followed by 
neutralizing and rinsing in another 
two tanks. This is done to remove 


rust. 5. Cleaned blanks dried. 6. Coat- 
ed with ground coat enamel. 7, Dried. 
8. Ground coat bisque burned. 9, First 
top coat enamel applied. 10. First top 
coat bisque dried and burned. 1°. 
Second top coat enamel applied. 12. 
Second top coat bisque dried and 
burned. 13. Packing: Each ware is 
first wrapped in tissue paper. A bun- 
dle of the ware is wrapped in strong 
craft paper. Several bundles are 
placed in one strong wooden case stuff- 
ed with straw or paper cuttings. 


to adjust situations and conditions to 
meet it. There is no disposition in 
Shanghai to endow the Kuomintang 
even with the semblance of a ‘possible 
return. They have been rejected with- 
out a flourish of trumpets, but with 
finality. Nevertheless the basic lack of 
comprehension of what Marxist Com- 
munism in China stands for, and the 
manner in which it will affect the pulse 
and the beat of Shanghai’s life in the 
dramatic new era now unfolding, re- 
mains embedded in the list of impon- 
derables. 

Shanghai, late in May, suffered so 
much as a result of Nationalist mal- 
administration that the advent of the 
Communists—quite apart from what 
their propagandists subsequently la- 
belled it—assumed an aura of libera- 
tion. All classes in Shanghai, from the 
coolies to representatives of the Chinese 
and foreign business world who had 
not left the city with the Kuomintang, 
expressed the hope, if not the convic- 
tion, that conditions would improve. 

One of the misnomers obtaining in 
Shanghai today is that conditions, in 
point of fact, have both improved and 
deteriorated. While socially a great 
measure of stability accompanied the 
advent of the Communists because their 
currency which supplanted the “Gold” 
Yuan exhibited only gradual inclina- 
tion to inflate, economically their occu- 
pation of Shanghai has_ stigmatized 
business stagnation, retreat from pre- 
vious prosperity and growing commer- 
cial bewilderment in a sensitive com- 
munity long accustomed to the smooth 
flow of international trade, and the 
resultant amenities which infused life 
with grace and dignity. 

This disparity of stability on the one 
hand and chaos on the other is the 
measure of Shanghai’s perceptible pro- 
gression into totalitarianism. The Com- 
munists there, having achieved military 
victory with the retreat of the Kuo- 
mintang, will reap the reward of 
unstinted acceptance by the masses in 
the political and economic spheres only 
when they shall have eliminated this 
paradox from the engulfing scene. 

Soon after consolidation of their 
occupation of the city, the Communists 
issued laws and regulations -for the 
resumption of normal business which 
presupposed an intention on their part 
to do nothing to impair the existing 
machinery of trade. They maintained 
on the staff of the Maritime Customs 
the European pilots which the earlier 
Nationalist ‘administration had con- 
tracted to bring ships into the estuary 
from the Open sea. They satisfied in- 
ternational shipping organisations that 
the revised rate of port charges, though 
they represented a substantial increase 
over the old Kuomintang rates, were 
nevertheless realistic and fair. They 
issued lists of permitted and prohibited 
items for import and export which 
every trader realised were not con- 
genial to profits, but which were 
inevitable in an economy geared to 
austerity and pledged primarily to in- 
dustrialisation. They did nothing to 
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overhaul the banking system, and main- 
tained in all their fundamentals the 
Nationalist controls over exchange, 
currency, telegraphs and insurance. 
No effort was made to liquidate the 
Nationalist monopoly of certain busi- 
nesses, such as the importation of 
rubber and motor-cars; neither was 
any of the dubious trade liberalisms of 
the old administration curtailed. 

Indeed, the new authorities displayed 

their refreshingly unfamiliar line of 
‘approach by allowing the free impor- 
tation of raw cotton through foreign 
exchange reserves held outside China, 
and by permitting foreign vessels to 
ply the Yangtze carrying passengers 
and cargo subject only to regulations 
which safeguarded Chinese sovereignty 
and restricted, but never denied, profits. 
Because of their awareness that the 
mills of Shanghai required cotton and 
the trade of Hankow, for instance, 
required adequate shipping, the Com- 
munists rejected the earlier Nationalist 
practice of channelling the importation 
of cotton to a favoured few, and 
opened internal waterways once more 
to foreign ships which the Kuomintang 
closed due to an intrinsically frustrat- 
ing interpretation of sovereignty. 
_ This r , asserted with boldness 
in the very dawn of their era, amazed 
and reassured the commercial world of 
Shanghai then searching in the vague 
mists for an indication of the economic 
policy of the new authorities. 

But suddenly the Nationalists imposed 
their blockade of the China coast, and 
launched it so dramatically with the 
‘bombing and strafing of the British 
liner Anchises in the Woosung River, 
that these Communist efforts to main- 
tain Shanghai’s industrial normalcy 
were hopelessly nullified and their 
whole programme toppled in the dust. 

All at once Shanghai’s dependence on 
the outside world and the international 
character of her economy became pain- 
fully apparent. The Communists ap- 
peared suddenly to encounter an enemy 
against which, ironically, all the efforts 
they had mustered so overwhelmingly 
to sweep from the ice-clad regions of 
Manchuria down to Shanghai proved 
ineffective. The enemy represented 
merely the Kuomintang’s possession of 
a few planes and a few gunboats—but 
their lack ‘of even these ordinary 
attributes of a modern state under- 
wrote the -basically embryonic nature 
of the Communist war machine. Des- 
Pite having conquered an area larger 
than Europe, the forces of Mao Tse- 
tung were exposed as being entirely 
incapable of counteracting a blockade 
conceived and carried out by a regime 
then already tottering to its ruin. 
They were dealt a severe moral and 
strategic blow, and were immediately 
required to draw up a new blueprint 
for Shanghai. 

Where they had planned to continue 
‘the utilisation of the old practices in a 
possible interim period of economic 
consolidation, they now had to explore 
entirely new avenues of approach. 
Where they had had the reasonable 
expectancy of assured sources of raw 
materials as well as the assured main- 
tenance of industry and labour, they 
mow faced contraction of supply, im- 
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possibility of replacement, and a com- 
plexity of problems hinging on the 
spettre of bankrupt management and 
restless workers. 

For industry could 
falling into bankruptcy in these 
circumstances, and workers could 
not help falling into discontent. The 
Communists were thus required to 
devise a pattern of rule which would 
take the element of blockade into con- 
sideration, safeguard against the possi- 
bility of an economic crash, provide 
workers with reasonable pay despite 
the difficulty of managements to secure 
funds, and which must, above all, 
infuse an atmosphere of patriotic 
resignation throughout. 

They could only succeed in this 
attempt by emphasizing the rigours of 
frugality, by suppressing the tendency 
of labour to exploit the situation, by 
depopulating the city, and by dis- 
seminating the belief that such ex- 
periences were inevitable in a period of 
national fluidity. At the same time, 
they directed their inherent realism 
towards the maintenance of the city’s 
food and electrical supply, and attacked 
both problems in their fundamentals. 


Because it was evident soon after the 
imposition of the blockade that the 
Shanghai Power Company would get no 
further supply of Diesel oil to keep the 
plant in operation, the new authorities 
ordered the company’s American 
management to convert all generators to 
coal. At the same time they sent 
down fuel from North China and 
Manchuria in such abundance that 
within two months of their occupation 
the Power Company was out of danger 
and had built up a large stock. 


The same directness was employed 
to counter the shortage of rice. Here 
the enemy was not so much the Na- 
tionalist blockade as elemental disas- 
ters like flood and typhoon which 
assailed the Communists during July 
and August. At one period during 
July the price of rice soared to an 
equivalent of US$35 per picul, repre- 
senting a 200 per cent increase since 
the departure of the Kuomintang. 
Firms, utility companies and banks 
which had earlier been compelled to 
eoncede to labour’s demands to base 
wages on the cost of rice, had to pay 
out such fantastic salaries that many 
of them were threatened with bank- 
ruptcy if the trend persisted. 

The Communists, when the facts were 
bared, not only revised their treatment 
of labour and curtailed their freedom 
of action, but assiduously withdrew 
rice stocks from other areas and sent 
them to Shanghai to save the market. 
When the peril was overcome early in 
September as the price of rice began to 
decline, labour discovered to its dismay 
that it could do nothing to arrest the 
accompanying decline of remuneration. 

With industrial power assured and 
rice ample for immediate needs, the 
new authorities were able to regiment 
their resourcés for a comprehensive 
readjustment of the social situation, 
which, up till then, comprised a patch- 
work of indecisions giving labour too 
much liberty and industry too little 
support. 


not help 


Labour took advantage of the 
Communist entry into Shanghai to 
provoke agitation for better pay, and 
in the beginning the new authorities did 
nothing to discourage this, partly be- 
cause the commercial paralysis of the 
blockade was not then foreseen, but 
mostly because they had to conform to 
the picture of liberators rescuing the 
oppressed. 


It was at this time that the world 
heard stories of industrial magnates 
being locked up in their offices until 
they had signed new contracts giving 
In-enyr fantastic new pay scales. Chi- 
nese and foreign firms and corpora- 
tions were equally affected, though the 
lusency abioad was to regard foreign 
managements as being solely subjected 
to this victimization. For over a month, 
while the authorities grappled with the 
problem of administering Asia’s largest 
city, labour imposed its demands on 
industry and got what it wanted. The 
Communists adopted a policy of non- 
interference until imposition of the 
blockade compelled the realization that 
industry which could not continue 
without raw materials, would collapse 
even sooner without some assistance. 


Then they acted. Smoothly, suavely, 
and effortlessly they told labour that 
while it was perfectly correct for 
workers to agitate and strike in the 
struggle to achieve liberation, now that 
liberation was theirs they must dis- 
pense with the notion of rebellion 
against authority. When this failed to 
register a satisfactory impression, the 
Communists told workers of a factory 
they had taken over from the Nationa- 
lists: “You were right to strike and ask 
for more pay when factories and mills 
were the property of a regime which 
regarded you as slaves. But now you 
own the factories and the mills. You 
must not cut your nose to spite your face. 
You must keep your factories and mills 
running for your good and the nation’s 
good. You must not strike, or ask un- 
reasonable wages, because by doing 
that you hurt yourself.” Soon the 
press reported that a workers’ delega- 
tion in that factory had approached the 
management for a voluntary reduction 
in pay, and unions all over the city after 
that pounded the unprecedented path 
of conciliation of management. 

In this atmosphere of labour’s re- 
nunciation of its right to strike, the 
Communists issued a set of regulations 
which formalized the relationship of 
managements and workers. They open- 
ed an Arbitration Board, and appoint- 
ed liaison officers whose: duty it was to 
maintain social peace. Their treatment 
of industry, on the other hand, never 
deviated from the path that for the time 
being at least basic capitalism must be 
preserved. They were scrupulously 
careful in leaving foreign-owned in- 
dustries alone. They never interfered 
in the conduct of enterprises such as 
the giant Sassoon interests, and after 
an uncertain start while they delibe- 
rated policy, even the foreign-owned 
ut cies encountered no discrimination 
or official pressure. 

‘Indeed, in August the Shanghai Power 
Company was able to collect its highest 
revenue, in terms of real money, for any 
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one month since the Japanese surrender. 
Wary of hurting vested interests and 
at the same tied down by the crippling 
inefficiency of its officialdom, the Na- 
tionalists for years steered the path of 
compelling the utilities to base their 
charges on a high-cost-of-living index 
which, by virtue of its radically unfair 
method of compilation and the growing 
uselessness of Kumintang money, in- 
volved the public companies in stag- 
gering monthly losses. 

The Communists, after studying the 
problem, announced in the press that 
they intended to revise utility rates, but 
before reaching a decision would spend 
a few days consulting public opinion. 
When they finally proclaimed the new 
rate nobody had a thing to say because 
clearly it was the people themselves 
who had resolved the matter. It was 
as simple as that. 

While before the blockade the new 
authorities wanted Shanghai to carry 
on as before, after its inception they 
introduced the theory that Shanghai’s 
economy was too alien-dominated, too 
allied to interests generally unsympa- 
thetic to the basic needs of China as a 
whole. They suddenly preached the 
doctrine that Shanghai had orphaned 
itself out of the domestic picture in 100 
years of treaty-port mentality, and 
would now require to beat a path 
through austerity and hardship back to 
it. Realizing that the only way of com- 
batting the blockade was to reduce the 
city’s population and standard of liv- 
ing in order to conserve available re- 
sources for as long as possible, the 
Communists invoked austerity by at- 
tacking imperialism. 

On the premise that a financially 
imposing Shanghai would mean no- 
thing to the bulk of Chinese people 
wallowing in financial impotence, the 
authorities secured the permission of 
the “people” of Shanghai to launch a 
programme of dispersal of some of the 
city’s industries elsewhere. Under this 
programme some mills would be re- 
moved to Tientsin, some to Peking, and 
so on. Also on the premise that too 
many young men were living in 
Shanghai and not enough of them were 
tilling rural areas in the city’s sub- 
urbs, the authorities again received the 
“people’s” sanction to undertake a 
depopulation campaign. In all this not 
a whisper of compulsion was ever ex- 
pressed; permission had always to be 
secured first. 

Industries that were previously left 
alone were not allowed to close. They 
had to get the “people’s” permission 
before taking such a step, and unions 
were reluctant to vote themselves out 
of assured wages. Small concerns out- 
side the scope of union control closed 
every day, so that while the overall 
picture of the industrial scene was one 
of a calm progression into austerity 
for ultimate national welfare, a deeper 
penetration revealed the emergence of 
a new class of unemployed, as yet be- 
yond the orbit of starvation because of 
severance cheques which would keep 
them alive for some months, but who 
knew that a day of reckoning lurked 
behind the bend. 

The industrial outlook for the future 
centres on the termination of the 
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blockade, and the efforts the Commu- 
nists will make to revive international 
trade. As stop-gaps, the notion of 
Shanghai’s return to domestic economy, 
the depopulation of her people and the 
dispersal of her factories are brilliant 
manoeuvres to detract from the out- 
standing issue of material shortage. 
But when this issue has been resolved, 
will the Communists encourage the re- 
maining industries of Shanghai to re- 
sume their affiliations with the outside 
world? Will they exploit the oppor- 
tunity for capitalism to play its part 
once more in the’ reconstruction of 
Shanghai’s economy, or are the days of 
Western trade with that part of the 
world indeed gone forever? 


The Communists have been such re- 
alists in all their commitments in 
Shanghai so far that the hope remains 
among Western industrialists there that 
commercial ostracism will not be their 
lot. They believe that the original in- 
tention of the new authorities to keep 
Shanghai going as China’s principal 
entrepot has not been finally abandon- 
ed, and that universal recognition of 
the regime in Peking will be accom- 
panied by a_ radical improvement in 
the complexion of world business. 

Businessmen in Shanghai derive com- 
fort from Mao Tse-tung’s words that 
industrial capitalism would have to be 
encouraged for the time being, and 
that a pure state of Marxism would 
not be attained in China for some 


years to come. 
They have seen the workings 
of a policy which, while it 


prevented the exploitation of labour, 
preserved the role of management in 
its integrity, and were refreshed by it. 
Most of all, they have seen the social 
stability of Communist rule. There has 
been none of the Nationalist inflation, 
none of the Nationalist. corruption, 
none of the Nationalist indolence, none 
of the Nationalist incompetence. 


True, control over thought exists. 
Freedom of assembly, freedom of 
speech, freedom of the press are denied. 
The fatuous insistence on securing the 
permission of the people for this and 
that simply means that once a decision 
has been taken the people can do 
nothing about it. But in the train of 
all this control has emerged a period of 
peace and order. If the people are 
unhappy over this regimentation they 
do not show it. They seem to have 
shrugged their shoulders in a colossal 
gesture of resignation, and to have told 
the new rulers that control over 
thought they can have provided they 
controlled starvation as well. 


There is a spirit abroad in Shanghai 
of brotherly affection for the Communist 
soldier, and with it a brotherly effort 
to comprehend, to sympathize with, and 
to make allowances for national Com- 
munism. What is so wrong with a 
system of life, the people of Shanghai 
are asking, which has been able to in- 
fuse such loyalty, such devotion, such 
patriotism among people whose exis- 
tence is synonymous with austerity, but 
whose deeds are synonymous with'the 
conquest of a nation? 

Out of a regard for the young soldier- 
farmer who gaped at the big stores of 
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Shanghai but honoured the ownership 
of even a glass of water, was born 
respect for the forces of Mao Tse-tung. 
Out of an appreciation of the simplicity 
of the life of the young Communist 
political worker, was born respect for 
the organization which he represents. 
Out of the maelstrom of Kuomintang 
misrule, was born a desire for peace, 
for security, for the joy of living in a 
world beyond the reaches of the iron 
grip of war. The people of Shanghai 
did not rush headlong into Communism, 
but when it stared them in the face 
their inhibitions were shed and they 
crept towards it on frightened feet. 

Missionaries, foreign businessmen, 
and religious leaders of all denomina- 
tions have all marvelled at the correct- 
ness of Communist behaviour. They came 
as conquerors and were quick to assert 
their rule. They jealously guarded the 
mystical term sovereignty, and stripped 
Western religion as well as the West- 
erner of every attribute of pomposity. 
Religion was permitted to be taught in 
schools, but only after school hours to 
students who voluntarily cared to re- 
main behind. The time _ previously 
devoted to it during school hours was 
assigned to education in farm work, 
peasant lore, Chinese history, or indus- 
trial technique. Foreigners who desired 
to leave China were ordered to adver- 
tise their intention in the newspapers, 
were compelled to speak only Chinese 
in the visa department of the police 
station or bring their interpreters, were 
persuaded to liquidate their accounts to 
the last cent or visa would be denied. 

While many protested these irrita- 
tions, most realized how fundamental- 
ly right the measures were. There was 
no basis to dispute the argument that 
religious instruction was not produc- 
tive, nor could one say that the former 
Nationalist laxity in the dispensation of 
exist visas had not resulted in losses 
to some Chinese businessmen, or in 
abuse in other ways. 

Indeed, despite many unplea- 
sant experiences of some foreigners, 
most Westerners who have lived 
for any length of time under the 
Communists share the opinion express- 
ed by the British Ambassador Sir Ralph 
Stevenson in London recently that 
basically their treatment has been cor- 
rect. It was never perfect, nor even 
friendly, but it was always fundamen- 


tally just. 5 

In the theatres where British 
and American films continue to be 
screened, over radio stations where 


British and American music continues 
to be heard, and in the British-owned 
North-China Daily News where British 
and American news may continue to be 
read, the diffusion of Western art, cul- 
ture and: information, though greatly 
trimmed and adjusted to the new cir- 
cumstances, is being maintained. 
Against this, extreme leftist Com- 
munist organizations and the Soviet 
Union’s propaganda organs have gone 
to work. Communist bookshops have 
sprung up all over the city to dis- 
seminate Marxist propaganda, and 
Soviet literature and achievements are 
loudly advertized in all the vernaculars. 
Soviet films are being shown with in- 
creasing frequency, and Soviet langu- 


1949 


FAR EASTERN ECONOMIC REVIEW 


age classes have been 
many schools. 

In the parades throughout Shang- 
hai which featured the celebra- 
tions honouring the inauguration of 
the new government in October, most 
of the people were shocked to observe 
how photographs of Lenin and Stalin 
preceded those of Mao Tse-tung and 
Chu Teh. Even though the new flag 
was proudly fluttering in the breeze 
atop all public buildings and on tri- 
umphal archways, the Russian Hammer 
and Sickle took first place in the de- 
monstrations, 

Labourers who assembled in the 
streets in their millions found this 
deference to a foreign flag” incon- 
gruous during celebrations climax- 
ing, as it were, the end of imperialism 
in China. Intellectuals who had not 
forgotten how even the Nationalists 
had jealously guarded the precedence 
of their flag over others, deplored the 
irony of an arrangement which denied 
first place to a young insignia whose 
birth was then being honoured. 

The whisperings were an indication 
of the state of mind among the Shang- 
hai people who could not reconcile 
Chinese Communism with Marxist- 
Leninism. However true and complete 
may be their submission to the internal 
policies of the new government, they 
were perplexed when that government, 
in the broad field of international poli- 
tics, denounced the imperialism of the 
United States on the one hand merely 
to accept subjugation to that of Soviet 
Russia on the other. 

For nothing that has happened 
has destroyed the fundamental 
friendship of the people of Shang- 
hai for the United States and 
Great Britain. The power and influence 
of these two countries continue to be 
felt in all the intangible spheres from 
purely gross materialism to the vaguest 
philosophy. The United States remains 
the visible possessor of the world’s 
greatest wealth, and the man in the 
street, who has yet to see a_ Soviet 
motor car or a Soviet B29. or a Soviet 
frigidaire, wonderingly questions the 
wisdom of a policy that seeks to alien- 
ate such a powerful friend. 

Thus while the Communist soldier 
has won the heart of the city and a 
policy of austerity for the national 
good has swayed all emotions, and pride 
in race and hope for the future have 
made the people of Shanghai humble, 
and determined, and braver and better 
than they ever were—the enigma of 
the Cominform remains. 

Intellectuals will swear by their con- 
viction that Russian Communism cannot 
permanently hold China. They will 
swear that all China’s' history and 
culture, all her political training are 
rooted in the rejection of Soviet total- 
itarianism. 

Divorce this affinity, let Communism 
in China speak with an American or 
British accent, or better still with no 
accent at all save the accent of Peking, 
and Mao Tse-tung will be vindicated 
in the end, they say. 

For they feel that in this day and age 
a nation called China has been born, 
not a satellite. And they say this with 
heat, and passion, and yearning. 
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Economic Developments in Shanghai & Tientsin 


SHANGHAI 


The price spiral reported last week 
continued in the third Nov. week to be 
reflected in steadily rising commodity 
prices and upward revisions of foreign 
exchange rates amid a tightening money 
market. 

Banking and Finance:—The money 
market continued to be unprecedently 
tight in the face of continued dumping 
operations. Mid-month payroll de- 
mands sent the curb interest rate on 
November 16th to 5%, with the official 
interest rate at 3%. Another example 
of money tightness is the increase in 
the number of bad checks issued, the 
total of which on November 15th was 
equivalent to about US$450,000. 

The official United States dollar for- 
eign exchange rate was advanced three 
times during the period Nov. 9-16. On 
November 10th the rate for US dollar 
notes was increased to 5,300, later rates 
were advanced to 6,000 and to 6,500 
respectively. By November 15th the 
US dollar exchanged officially at 6,700 
cash and 7,000 for drafts. Black mar- 
ket rates for the US dollar showed 
even sharper increases, reflecting the 
lack of confidence in the local currency. 
On November 10th the BM rate for the 
US dollar was up to 7,300 (an increase 
of 1,500 over November 7th). By Novem- 
ber 14th the dollar was exchanging in 
the black market for 9,000 with rumors 
of a rate as high as 12,000 obtaining on 
that date. Two days later the curb 
rate had risen to PB$17,000 with the 
TT rate at PB$23,000. 

Exchange rates for pound sterling 
and the Hongkong dollar also advanced. 
By November 15th the rate for pound 
notes had increased to 12,000 (an in- 
crease of 4,300 over November 7th) 
while the telegraphic transfer rate was 


exchanged for 800 on November 15th 
while the cable rate was increased to 
1,000 on the same day, representing an 
increase of 300 over November 7th. 

The official rate for silver (“big 
head”) dollars was revised on Novem- 
ber 15th for the first time since the 
takeover. The official rate is now 2,000 
but it exchanges on the black market 
at 4,500 People’s Bank yuan. 


Foreign Trade:—A total of 30 tons of 
tung (wood) oil, 90 metric tons of tea 
brick, 8 cases of silk piece goods, 50 
bolts of gauze, and 13 cases of hog 
casings were said to have been shipped 
from Shanghai to Tientsin for export 
in October. These goods were given 
priority and a discount in railway 
freight rates in accordance with gov- 
ernment regulations. 

The linking of exports with imports 
is still permitted in the case of exports 
of cotton yarn and cloth, the proceeds 
of which may be applied on imports 
of raw cotton. 

Industry:—Shanghai authorities have 
ordered the registration of all iron and 
steel supplied in that city. Two-thirds 
of Shanghai’s paint factories were said 
to be operating but the price of raw 
materials is very high; a ton of zinc 
oxide costs the equivalent of US$900. 

Commodities:—The strenuous efforts 
by the authorities in attempting to con- 
trol the market by dumping were reveal- 
ed in the amounts of commodities dump- 
ed by state organizations in the period 
November 1-8 inclusive: rice, 9,810 
tons; flour, 28,800 bags; oil, 766 tons; 
yarn, 2,200 bales; and cotton cloth, 
44,500 bolts. Despite these actions, 
however, the prices of some commodi- 
ties continued to advance as much as 
40% or more in the following week as 


up to 17,500. Hongkong dollar notes shown by the table:— 
Percent increase 
Commodity Unit Nov. 7 Nov. 14 over prior week 
PB$ PB$ 
Rice «Gist, grade) 222 iene 172 lb. 54,000 73,000 35 
EL OLIG I race. Stegegsre xen eran 49 lb. bag 16,100 21,000 30 
PON wees nanoeksiets: 5p Catty 2,400 3,200 33 
BeCin “ties «see ese GEe do 2,200 3,000 36 
OilmeKsoy bean) as a ree do 1,300 1,900 46 
Bricks (briquettes) do 55 62 13 
GORD o- Gertis ciate snake paioncaty 40 yd. bolt 65,200 91,200 40 
SUSATI ey Mais wes ePyer iegenre Catty 1,200 1,700 42 


(A catty equals 1.1023 pounds). 


a 


On November 15th the authorities 
shut down the market in cotton yarn 
and cloth because of speculators’ ac- 
tivities. The rush to buy commodities 
further sent the price for rice up to 
PB$82,000 on November 15th; on the 
following day it soared to PB$120,000 
and was reported at PB$170,000 at the 
close. 


Parity deposits may now be bought 
by anyone; formerly their purchase was 
restricted to workers. The rate showed 
tremendous increases in the last few 
days, going from 1,535 on November 
14th to 1,855 on November 16th, a 
jump of 320 in two days. 


TIENTSIN 

Foreign trade:—From March 17th 
through June 30th of this year a total 
of PB$4,340 million was advanced in 
export loans to both state trading com- 
panies and to private exporters at the 
reported ratio of 2:1. Private shippers 
have also been aided by lowered in- 
terest rates and simplified loan proce- 
dures. Exporters may hypothecate 
goods, other than export cargo, pending 
the arrival of the latter at port. Other 
aids, through various types of loans, 
are available at the Bank of China in 
Tientsin. In addition, export procedure 
itself has been simplified in an effort 
to encourage trade. 
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EXCHANGE & FINANCIAL MARKETS 


Chinese Exchange Markets 


Financial deterioration progresses in 
China. Black markets are active, there 
is growing disillusionment with the 
new authorities, cost of living is soar- 
ing, gold and exchange rates skyrocket. 
Scenes are re-enacted reminiscent of 
the economic disorders characteristic 
of a country plagued by monetary 
inflation. 

The foreign exchange handling Bank 
of China is quoting official rates which 
are no longer realistic and it appears 
as if the new men in charge of finan- 
cial affairs no longer have the situa- 
tion under control. The lack of con- 
fidence in the stability of the People’s 
Bank yuan has become contagious. 


The North China Foreign Trade 
Control Bureau has placed over 80% 
of all exports on a foreign exchange 
instead of a barter basis. Following 
this action, the FTCB noted an increase 
in the number of applications for the 
surrender of foreign exchange on ex- 
ported goods. Those involved were 
mostly rugs, straw braids, casings, 
walnut meats, and handicraft articles. 
Also, a corresponding increase was 
noticed in applications for imports with 
foreign exchange held overseas which 
involved mostly imports of crude rub- 
ber and chemical raw materials. On 
October 25th the bureau approved 
applications totalling US$74,000 and 
HK$910,000 for imports with  self- 
provided foreign exchange. 

The official North China Import 
Company is reported to have placed 
large orders for industrial raw mate- 
rials, including those for matches and 
gunny bags, for delivery in Tientsin 
this month. The company stated that 
any government or private enterprise 
that requires industrial raw materials 


should approach the import company 
to arrange for purchases. 
Barter Trade:—Since August the 


official North China Coal and Iron 
Company has sent 130,000 tons of coal 
to the East China area for industrial 
use there. Government approval is 
said to have been obtained for the 
bartering of 60,000 tons of coal and 
30,000 tons of Changlu salt for central 
China tobacco, vegetable oils, and 
knitted goods. 


Finance:—Official foreign exchange 
rates were increased on November 9th 
to PB$ 5.800 for US dollar drafts and 
to 5,220 for currency notes. The TT 
rate for pound sterling was increased 
to PB$14,500 on the same day; the note 
rate remained unchanged. The Hong- 
kong dollar rate remained the same. 

Commodities:—Prices of most com- 
modities in Tientsin showed an increase 
over the week. The retail price of rice 
per catty was the equivalent of 7.4 
cents on November 3rd; On October 
27th the price was 7 cents. The whole- 
sale price of sesame oil on November 
‘3rd was US$15.18 per 100 catties: on 
October 27th the price was US$13.20. 

The general commodity price index 
on Oct. 25 was 4,195,126; a 7.8% in- 
crease over the previous week. 


Official rates vary considerably from 
place to place, there is no uniformity 
of management. Significant are the 
illogical movements of official cross- 
rates, e.g. while recently from HK$18 
to 19% equalled, in Shanghai and 
Tientsin, one pound sterling, last week’s 
official crosrate moved between HK$13 
and 15.66 (while the par value is, of 
course, unchanged at HK$16 to the 
£). Again, while a short while ago 
the official Hongkong/New York cross 
was around HK$7 to 8% per US$, last 
week the crosrate (HK$6% to 6.66) was 
more in line with Hongkong’s free 
market. 

Official exchange rates in China were 
last week as follows:— 

Tientsin quoted TT London PB$23,- 
500, Hongkong 1,500, New York 10,000 
(crosses: US$2.35 per £, HK$6.66 per 
US$, HK$15.66 per £). 

Shanghai:—TT London 25,000, Hong- 
kong 1,920, New York 12,000 (Bank of 
China’s buying rates of notes: pound 
PB$7,700, HK$730, US$6,200). (Crosses: 


US$2.08 per £, HK$6% per US$, 
HK$13.02 per £). 
Canton:—Hongkong notes PB$600, 


US notes 7,800, silver dollar coin 2,600. 

The Shanghai black market which 
has recently been 100 to 250% higher 
than ‘Bank of China TT rates and which 
has been flourishing under present 
conditions of ever higher cost of living, 
quoted US notes from 25 to 30,000 and 
Hongkong drafts at a cross of about 
6%. In Canton, the black market 
quoted about PB$2,000 per HK$1 or 
234% more than the official rate. (In 
Hongkong, PB$ were traded last week 
at 1,500 to 1,650 per HK$1). 

The general public cannot conceal its 
feeling of concern about the financial 
policies of the new authorities in Can- 
ton where the US$ has been barred 
from circulation—without this rule 
béing as yet enforceable—and conver- 
sion is being offered at PB$600 while 
the curb market pays 2,000. 

Hongkong transfers with China:— 

Last week’s highest and lowest 
quotations for Shanghai gold transfers 
8124%-790 in Hongkong for 1,000 in 
Shanghai (sales 2,700 taels), for US$ 
transfer 825-810 here for 1,000 in 
Shanghai (sales US$42,000); for Tai- 
wan gold transfers 960-955 here for 
1,000 in Taipeh (sales 3,100 taels); for 
Canton HK$ transfer 1,016-1,004 here 
for 1,000 in Canton (sales HK$1.9 
million); for Swatow HK$ transfer 
960-945 here for 1,000 in Swatow (sales 
HK$1.2 m.). 

There was a very tight HK$ money 
market in Canton. Taiwan and Swa- 
tow flight of capital to Hongkong con- 
tinued. 

The Chinese Customs, now under the 
control of the new regime, collect duties 
in HK$ only; People’s Bank yuan is 
refused if tendered. No question is 
asked where traders obtain HK$ for 
duty payment purposes. 

The expulsion of HK$ from circula- 
tion in Kwangtung is supposed to be 
gradual and no threats have as yet 
been made by the authorities in case 
holiers refuse to convert. The public 


waits patiently for a change of the 
conversion rate and failing this the 
‘expulsion’ will be a long drawn out. 
affair. 


CHINESE OFFICIAL BANKS IN 
HONGKONG 


There are 6 Chinese government and. 
3 provincial government banks in 
Hongkong. In view of the fact that the 
People’s Government is now practically 
the uncontested authority in China 
Proper, that the large majority of local 
employees are in favour of supporting 
the Peking regime and that world-wide 
recognition of the new Chinese govern- 
ment is only a matter of short time, 
the status of these official banks re- 
quires clarification. Runs on one or 
more banks were previously reported 
and while there never was any panic 
among constituents the transfer of 
many individual and business accounts 
from these banks to private Chinese 
and European banks has taken place. 

The eventual submission of the man-. 
agements of these banks to the author- 
ity of the People’s Government is gen- 
erally expected; in fact, there is al- 
ready, since some time, close liaison 
between many of the local branches of 
Chinese state or provincial govern- 
ment-owned banks and representatives 
of the Peking government. After. Can- 
ton’s liberation practically all the mem— 
bers of the banks’ staff have declared 
themselves loyal to the Chinese People’s 
Government. It is doubtful whether 
there will be any need, in China, to 
maintain so many state banks; it is 
likely that there will be a great merger 
and only a few financial institutions 
will survive, and then several branch 
offices of state-banks here will become 
redundant. The Bank of China, being 
authorised by the People’s Bank to deal 
in foreign exchange, is certain to con- 
tinue operation in the Colony and so 
will probably one or two more state 
banks. 

Central Bank of China: There was 
until recently a research and liaison 
office of this Bank in Hongkong but at 
present any activities there still may 
be are carried on in a private residence 
outside the business district. The Bank 
acted, in its many and varied negotia- 
tions with Hongkong Government, also 
on behalf of the Chinese Finance Minis- 
try. Transport of silver coins and 
bank notes was one of the few busi- 
ness activities of the Bank. Collection 
of economic intelligence was an im- 
portant matter for the Bank’s research 
staff in Hongkong. 


Bank of China: The local branch. 
was opened about 30 years ago when 
the head office was still in Peking. 
Then the main business was of a com- 
mercial nature but after H. H. Kung 
and T. V. Soong gained control over it 
the local branch, like other offices of 
the Bank, handled official business. 
During the Japanese occupation of the 
Colony the local branch office, with the 
help of Wang Ching-wei, managed to 
carry on. After the end of war the 
local branch was acting as a treasury 
for keeping HK$ reserves which, at the 
peak, amounted to over HK$100 mil- 
lion. This big reserve gradually de- 
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clined (on account of government 
expenditure and conversions into US$, 
allegedly for non-official purposes) 
until it is now supposed to be below 
HK$10 m. after about $30 m. were 
turned over to the Kuomintang regime 
prior to the fall of Canton. The Bank 
always had a relatively big overseas 
Chinese remittance business and was 
profitably engaging in commercial 
banking business. Not much of the 
deposits has been left as a result of 
apprehensions by constituents general- 
ly about the status and future of Chin- 
ese state banks. Total deposits with 
the Bank here are estimated at $5 m. 
It is believed that close contact already 
exists between the local branch and the 
People’s Government. 

Bank of Communication: The local 
branch was opened some 15 years ago 
and has always been prominently con- 
nected with commercial business here. 
It handled large funds of the Chinese 
government. Almost all official and 
private deposits were withdrawn some 
time ago; estimated remainder of de- 
posits $1 m. The employees hope that 
the People’s Bank may permit them to 
continue banking business in Hongkong. 

Farmers Bank of China: The _ local 
branch office opened only a few years 
before the outbreak of the last war 
and has been controlled by the C-C 
clique of the Kuomintang. The Bank 
handled the Hongkong currency funds 
of the Kuomintang and general com- 
mercial banking business was also 
transacted. Deposits were recently all 
withdrawn and no more banking busi- 
ness is being done. It was_ reported 
that through this branch, over US$6 
million had been transferred to. the 
Chase National Bank in New York for 
account of two high officials but this 
fund is believed to be part of the capital 
of the Bank. The head office of the 
Bank ordered the staff to stand-by and 
wait for the handing over of all assets 
to the People’s Government. As 
branches of this Bank in China are 
now all liquidated, the same will prob- 
ably be the fate of the local branch. 

Chinese Postal Remittances and 
Savings Bank: This branch office open- 
ed just before the war and was under 
the control of the Ministry of Com- 
munications. It handled most oversea 
Chinese remittances of smaller amounts 
since the Bank could remit to villages 
and small towns of China where other 
Banks could not compete. Besides the 
Bank did general commercial business. 
Deposits were largely withdrawn, but 
together with funds in transit, the bal- 
ance here still amounts to over $2 
million. This fund was used to hedge 
in gold forward sales to earn some in- 
terest. The Bank is prepared to hand 
over all matters to the People’s Gov- 
ernment. The local branch will prob- 
ably be wound up. Allowances for the 
staff were laid aside to be paid when 
needed. 

Central Trust of China: This branch 
office opened after the last war and has 
always been under the control of the 
Ministry of Finance. It handled funds 
for purchases of materials for the Kuo- 
mintang Government and utilised pro- 
ceeds of Government exports and also 
managed disposal of war surplus 
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donated by the U.S. Besides it was 
doing general banking, trust and in- 
surance business. Current funds are 
small. The staff of this branch is hoping 
to carry on under the People’s Govern- 
ment, possibly merged into one or the 
other state trading bureaus. 

Kwangtung Provincial Bank: This 
branch office opened a few years before 
the last war. With branches all over 
Kwangtung the main business was the 
taking care of remittances from Hong- 
kong. Very few commercial transac- 
tions were financed. Surrender of 
exchange proceeds by exporters was 
the Bank’s duty to look after. All the 
funds for purchasing materials and ac- 
cruals from selling products of the Kuo- 
mintang were handled by the Bank. It 
was reported that the branch here has 
over $2 million in cash. Hopes exist 
to maintain the local branch as officials 
of this branch were always loyal to the 
province rather than to the Kuomin- 
tang. 

Provincial Bank of Kwangsi: The 
branch office opened several years be- 
fore the last war and although it 
operated in the name of the province, 
it actually was the personal concern of 
Li Tsung-jen and General Pai Chung- 
si. Private business was done supported 
by their power in Kwangsi. Cash funds 
left were said to have recently been 
changed into personal accounts. 

Provincial Bank of Fukien: This 
branch office opened after the end of 
war, doing mainly oversea Chinese re- 
mittance business with that province 
and some general banking business. 
Very few connections with the public 
were maintained and funds were rather 
small. The officials here were reported 
contemplating voluntary liquidation in 
the nearest future. 


Hongkong Stock & Share 
Market 


The past week has been indeter- 
minate, it opened in a lifeless fashion 
and then gave promise of a better feel- 
ing. This was not very pronounced, 
the amount of business being quite 
moderate, rates have fluctuated within 
narrow limits. At current prices the 
Market has the impression of being 
bare of Scrip. Business reported dur- 
ing the week, $776,596 (29,581 shares). 
Business reported, 3rd Quarter, 1949, 
$15,395,064. 

Highest & lowest rates and turnover: 


Stock High Low Sales 
Be Banke Geen = cgessi 1450 1450 24 
Bank «EB. 7ASia’ “ics 2 &- 109 109 35 
Union: Insicisnae cesses 66234 650 71 
Canton: Ins, .42.62 50. 310 30 
Wharves “Sts. cnc 111 111 150 
Leys Cy | ngnodor an ores 19.1 19.1 860 
Providents _— — 300 
Hotels 12 11% 4804 
Prams) "la 16.6 16 4500 
Star Ferry 9215 921% 400 
Lights, old 11.85 11.85 1077 

7 NOW womens 2 9.4 9.3 2793 
Electrics 311% 31 1366 
Telephone 1945 191% 1166 
Cements 24 24 1700 
Dairy Farm ... 43 424% 1485 
Watsons: “<2. a5. 47 4512 4200 
EWOSk. B.theet ose 6.9 6.8 3300 
Shai Docks: ..5.....-:. 812 812 900 
Wheelocks _.......... 30 30 200 
Marsman H.K. ...,... -~ - 


US$. Market 

Highest & lowest free market rates 
of last week, in HK$:—US notes 635— 
615, DD 639%—620, TT 647—622\% 
(or 15.60 to 16.06 US cents per HK$). 
The weck’s opening rate TT 62414, clos- 
ing 637. 

Local crossrates (at the 1/3d. parity 
of HK$) US$2.496—2.57 per £. Against 
the official London/New York rate of 
2.80, the local crossrates were lower by 
8.21% to 10.86%. Against the HK$ par 
value—$571.429 per US$ 100, or US$ 
174% per HK$100—last week’s free 
market prices were higher by 8.94% to 
12.17%. 

Native exchange market sales: TT 
US$1.6 million, DD and notes 114 m.,, 
a total of US$3.1 m. 


The deterioration of sterling in terms 
of US$ on European and US free ex- 
change markets was reflected in last 
week’s high US$ quotations, Demand 
for funds in the US is strong; earlier 
apprehensions about US$ devaluation 
in terms of gold are no longer enter- 
tained. Part of idle funds here seek 
conversion into US$. 


Gold Markets 


Highest & lowest rates of last week, 
per hongping tael of .945 fine, $30334— 
298 (week’s opening $302, closing 301), 
equivalent to .99 fine prices of $318.21 
—312.19, The .99 fine troy oz equiva- 
lents amounted to  $264.44—259.44. 
Crossrates: US$41%4, high, 41%, low. 
Last week’s prices were 30 to 32% 
higher than the par value ($200 per 
fine oz). 

Forward market:—inside and outside 


the Gold & Silver Exchange Society 
transactions totalled 144,500  taels 
(hongping, .945 fine). Daily average 


position: 155,000 taels. Oversold: 
Swatow, Hongkong operators and the 
interest hedging financiers. Overbought: 
Shanghai and Canton operators. 

Spot sales: inside the Exchange 23,310 
taels, outside market 18,700, a total of 
42,010 taels. Local ornamental con- 
sumption accounted for 1,500 taels, in- 
terest hedging operators bought 30,000 
taels. 

Unrecorded imports: 12,000 taels 
(from Macao 5000, Canton 4000, Taiwan 
2000, North China 1000). Unrecorded 
exports: 2000 taels (.99 fine, to Bangkok). 

Stocks: ready delivery including 
mortgaged bullion approx. 350,000 taels, 

Interest on forward market: daily 
change over, always in favour of sell- 
ers, amounted to 89 cents for the whole 
week (viz. per day 25, 10, 10, #8, 10, 8 
cents and 8 cents for Sunday}. On the 
basis of the mean price of last week, 
$30034, the return amounted last week 
to 14.2% p.a. 


As the crossrate has dropped to a 
record low investment buying appears 
profitable. The low price will however 
last until trading stocks have declined 
and the selling pressure of bullion 
dealers and hoarders from China sub- 
sides. Imports continue to exeeed ex- 
ports and thus the trading .stock is 
rising; gold disinvestment by merchants 
in China progresses as both Chinese and 
foreign currency is required.ito carry 
on trade. 
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HONGKONG UNOFFICIAL EXCHANGE & BULLION QUOTATIONS 
In HK$ per US$100; per hong ping tael of .945 fine; per Chinese silver dollar coin. 
U. 8. $ 
Gold 945 Silver Silver Notes Drafts T.T. 

November high tow tael coin high low high low high low 
DTD ge ieee On riin GUL tarde 30334 298%, 4.88 3.09 618% 615 622% 620 624% 622% 
pi, RS OA Nay CRETE 301% 298 5 4.90 3.06 618% 616 623 62014 625 622% 
25 ane es een Ae 302% 299% 488 3.12 622 618% 626 623 628% 625% 
Deas Selo etonGanrtosaet aes 302% 298% 4.91 3.12 628 619% 63014 624 633 62615 
SD a as anther SRE cn aisyans EM 302% 300% 4.90 3.15 636% 630 639% 633 641 637 
Di ararernceats oh ceasl teen 302 300% 4.90 3.15 635 630 639% 63442 641 637 


Official Exchange Rates 

Hongkong official exchange rates were 
again altered on Nov. 29, reverting to 
the lowest peg as prevailed here from 
last May 24 to Oct. 6, i.e. sterling selling 
1/2-13/16 and buying TT 1/2-29/32. 
On Oct.‘7 the rates were changed in 
favour of HK$ and after a few days 
the upward revision improved the local 
currency by 1/8th, viz. 1/2-15/16 sell- 
ing and 1/3-1/32 buying TT thus 


reaching the highest peg. Subsequent- 
ly there was a fractional lowering of 
the rate until on Nov. 29 the exchange 
situation as prevailed on and before 
Oct. 6 has been re-established. The 
lowest peg, the currently fixed banks’ 
selling rate of 1/2-13/16 corresponds to 
HK$16.2025 per <£. Other official 
rates have, in accordance with the fixed 
exchange rates in London, been cor- 
respondingly lowered. 


Hongkong Official Exchange Rates 
in force as from November 29, 1949 


AGREED MERCHANT RATES OF H.K. EXCHANGE BANKS ASSOCIATION 


Maximum Selling 


Minimum Buying 


Sterling 1/2 13/16 1/2 29/32 T.T. 
1/2 15/16 OD. 
1/2 31/32 30 d/s 
1/3 60—90 d/s 
1/3 1/32 120 d/s 
Sterling Mie is/ie.. - «avs O.D. if under L/Credit 
(East & South 1/3 1/16 OD. without L/Credit 
i Africa) 1/32nd up every 30 d/s 
Sterling. 1/2 13/16 1/3 3/16 O.D. if under L/Credit 
(West Africa & 1/3 1/4 O.D. without L/Credit 
West Indies): 1/32nd up every 30 d/s 
Rupees (India) | 82 1/4 83 1/4 ARs We 
84 1/2 O.D. 
83 5/8 7 & 30 d/s 
83 3/4 60 d/s 
83 = 7/8 90 d/s 
cea UE alico ml Sa 57 11/16 eT 
ae Seas : 57-874 OD) 
57 —1/8 30 & 60 d/s 
Rupees (Ran- |82 1/4 All buying ratés 
goon) 2/16th higher than India. 
Rupees (Aden) |go 1/4 83 7/8 OD. if under L/Credit 
84 O.D. without L/Credit 
youd 84 1/2 30 d/s & 60 d/s 
Malayan doilar | 52 3/4 53 1/4 TT. 84 OD, 
53 3/8 30 d/s 
53 7/16 60 d/s 
U.S. 3 17 1/4 Va T/16. “tT 2 OD 
17a 7 30 d/s 
17 9/16  60—90 d/s 
Barina ewe au 
Canadian § 18 15/16 19 3/16 T.T. or O.D 
Australia 1/6 7/16 1/6 3/4 T.T. 
1/6 13/16. OD. 
New Zealand [vs 1/6 TT 
1/2 13/16 1/3 1/8 o.D 


The return to the lowest peg in the 
official Hongkong/London fixed rate in- 
dicates heavier demand for outward 
sterling remittances and a decline in 
the previously observed arrivals of 
funds from London and other centres 
of the sterling area. The drop in the 
local free market sterling/US$ cross- 
rate, while overseas exchange centres 
did not depreciate ‘transferable’ sterl- 
ing as heavily as Hongkong, has 
stimulated arbitrage. A lower selling 
rate of sterling also tends to discourage 
prospective transferors of funds from 
Hongkong to London although indivi- 
duals who prefer to keep a bank ac- 
count there rather than in the Colony 
may not mind the unfavourable rate. 


Unofficial Exchange Market 


Highest and lowest bank note rates. 
in HK$:—Piastres, forward, 13.30-11.90. 
Nica guilder 23.30-22.70, Java guilders 
22.50-22, Baht 27, small denomination 
notes 26 (in 100 currency units). 


Bank of England note 15.15-15 (in 
New York lowest US$2.39, highest 
2.44), Australian pound 12.30-12.10. 
Canadian dollar 5.52-5.42, Indian rupee 
1.1534-1.154%4, Burmese rupee .86-.79. 
Ceylonese rupee 1, Malayan dollar 1.84- 
1.8334, Philippine peso 3.08-2.97. 


Malayan Chinese remittances were 
lower last week than during recent 
weeks, most business going through 
native banks and non-authorised com- 
mercial banks. Draft rates were 
Malayan $53.25 to 53.40 per HK$100. 
Sales: HK$700,000. 


Silver Markets 


Highest & lowest rates of last week, 
in HK$:—per tael 5—4%4, local and 
other dollar coins 3.08—3.03, Chinese 
dollar coins 3.15—3.05, twenty-cents 
coins 2.80—2.75 (per 5 coins). 


Business turnover: $570,000. 


Exports were encouraged on account 
of rising TT New York rate and lower 
prices in Canton. The People’s Gov- 
ernment in Canton prohibited trading 
in silver, in any form, which caused 
the immediate organisation of a black 
market. Business in Canton was done 
at about 5% below local prices. Illicit 
silver bullion and coin exports from 
South China are expected to commence 
soon. There will be again substantial 
silver exports from Hongkong to Lon- 
don and New York. 
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Silver Trade of Hongkong 


During October silver imports and 
exports, as far as recorded, amounted 
to the following quantities and value: 
imports 628,836 ozs, $2,508,304; exports 
9,390,188 ozs, $37, 278, 913. 

Imports came mainly from the UK 
(508,136 ozs) and small lots from 
Malaya and Mexico; these shipments 
were brought here for eventual re- 
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Exports of silver coins were only 
made to the Nationalist Chinese govern- 
ment, the precious cargo having arrived 
in September but its re-export was 
delayed. Silver export by commercial 
firms resumed in October as prices of 
the metal here and in Canton declined 
thus making sales in London and New 
York again profitable. All exports 
comprised silver in form of bars. The 


have to surrender 25% of their US$ 
proceeds to Exchange Control in Hong- 
kong); almost the same quantity was 
dispatched to the UK. Entirely new 
destinations for silver exports are Italy 
and Siam. 


September trade was reviewed in our 
issue of Nov. 3, p. 578. 


Following are detailed trade figures 


export to the Nationalist Chinese gov- largest commercial shipment was sent of silver in bars and coins during 
ernment, to the US viz. 351,473 ozs (exporters October 1949:— 
Silver in bars or ingots Silver Coins 
Imports Exports Imports Exports 
Countries Quantity Value Quantity Value Countries Quantity Value Quantity Value 
Ounces $ Ounces $ Ounces $ Ounces $ 
United Kingdom 450,536 1,791,304 330,249 1,299,709 United Kingdom 57,600 192,000 Sod —_— 
Malaya since te. 25,200 90,000 — — China, North ... — — 3,292,248 13,168,744 
Ttaly eae eet. oe — — 250,001 1,010,000 5 Middle — — 286,400 1,145,000 
miams ae ee eee = _ 34,667 104,105 a South F —_— — 4,845,050 19,241,560 
WS AL een ee — — 351,473 1,309,795 Central America 95,000 435,000 — — 
"Dotal: ay wie 475,736 1,881,304 966,390 3,723,609 Totals yan: 152,600 627,000 8,423,698 33,555,304 


Par Values of United Kingdom and Non-Metropolitan Areas of the United Kingdom 


The International Monetary Fund announced on the 18th September that the United Kingdom has proposed 


and the Fund has concurred, 


pound sterling to 4.03 U.S. dollars to one pound sterling to 2.80 U.S. dollars. 
proposal by the United Kingdom for a proportionate change in the par values of the separate currencies of all ter- 


The new parities in terms of gold and in terms of the U.S. dollar of the weight 
and fineness in effect on Ist July, 1944, are as follows:— 


ritories, except British Honduras. 


ey 


in a change in the par value of the pound sterling from the previous rate of one 


The Fund has also concurred in a 


Currency 
Grams of fine units per Currency U.S. cents 
gold per troy ounce units per per currency 
currency unit of fine gold U.S. dollar unit 
United ge geal ..Pound 2.48828 12.5000 0.357143 280.000 
Gambia . a | 
Gold _Coast West African Pound 
Nigeria 
Sierra Leone .. .. i 
Southern Rhodesia .. 
Northern Rhodesia .. Southern Rhodesian Pound .. 
Nyasaland .. 5 
Cyprus .. Cyprus Pound .. 2.48828 12.5000 0.357143 280.000 
Gibraltar ..Gibraltar Pound 
Malta .. ..Maltese Pound 
Bahamas ..Bahamas Pound 
Bermuda .Bermuda Pound 
Jamaica. .Jamaican Pound re 
Falkland Islands ‘'Palkland Island Pound.. .. .. / 
Kenya \ 
Uganda — East African Shilling 0.124414 250.000 7.14286 14.0000 
Tanganyika / 
Zanzibar ) 
Barbados .. 
Trinidad . British West Indian Dollar . 0.518391 60.0000 1.71429 58.3333 
British Guiana .. bo , ; 
ants + relieves Se erie OORT “168.667 4.76190 21.0000 
rin’ ae | | Fijian Pound 2.24169 13.8750 0.396429 252.252 
Tonga . ..-Tongan Pound 1.98665 15.6563 0.447321 223.553 
Hongkong . - . Hongkong Dollar 0.155517 200.000 5.71429 17.5000 
he (singapore and “Malayan Malayan Dollar 
nion 
Sarawak, British North Borneo ..The Sarawak and British North 
Borneo Dollars which set 
alongside the Malayan Dollar 0.290299 107.143 3.06122 22.6667 


——$—$——————————————— Tz mnnnnneeeeseeeseem 


(which is legal tender) have 
the same value. so Re 
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POST-DEVALUATION EXCHANGE RATES 
The International Monetary Fund has concurred with proposals made 
by a number of Fund members for changes in the par values of their cur- 
rencies, constituting in most cases a devaluation of approximately 30.5 per 


cent. 


The Canadian dollar, however; has been devalued by 9.1 per cent, the 


Belgian franc by 12.3 per cent ,and the Netherlands guilder by 30.2 per cent. 
The following are the new par values agreed by the Fund:— 


Currency 
Australia, cAiaccshiaklosh wears Pound 
United Kingdoms < 2% ss0..:5 0% Pound 
Belsitind aan waeawelcares Franc 
Canadas cence east cre cies Dollar 
Denmark csc wia tic vies oO Krone 
L OF As 01) Dn toy ee Aes An oo eee Pound 
Ecelandegasnwceisivie one won Krona 
Nelo tbe Reena arene rin a cdc Rupee 
TEAQ eras siete ee CRA Dinar 
UXCMDOUL Es kei cisaie.ckesyaaiers Franc 
Netherlands: 627 2. 2.vaa:. tucks Guilder 
INOP WAY? wir sect acta ene Krone 
Union of South Africa .... Pound 


French Exchange Rates 


The French Government has made 
the following changes in the ‘ French 
exchange system in order to eliminate 
the multiplicity of exchange rates and 
to establish uniform exchange rates 
for all transactions' with every currency. 
The rates are based, in effect, on the 
dollar rate on the free market in Paris. 
The uniform rates are, however, not 
fixed rates, but vary in accordance 
with the movements of the dollar rate 
on the Paris free market. The extent 
of the devaluation of the French franc 
will, therefore, depend upon the move- 
ment of this free rate. Previously, 
financial transactions in dollars, Swiss 


Currency units U.S. cents 
per U.S. dollar per currency unit 
’ New rate Old rate 
0.357143 280 403 
0.446429 224 322.4 
50 2 2.2817 
1.10 90.909 100 
6.90714 14.4778 20.8376 
0.348242 287.156 413.3 
9.34107 10.7054 15.4111 
4.7619 21 30.225 
0.357143 280 403 
50 2 2.2817 
3.80 26.3158 37.6953 
7.14286 14 20.15 
0.357143 280 403 


francs, and escudos took place on the 
basis of the free market rate, while 
trade transactions in these three cur- 
rencies were effected a{ rates corres- 
ponding to the average of the free 
market rate and the official rate of 
JS$1=214.392 frances. All transactions 
in other currencies were effected at 
rates corresponding to the average of 
the free market dollar rate and the 
official rate of $1=214.392 francs. The 
reform was generally welcomed as a 
measure of unification of the French 
exchange system. The franc was quoted 
at the opening of the free market on 
September 20 at 350 to the dollar. At 
the free rate of 330, which prevailed 


December 1 


last week, the average rate applying 
to dollar commercial transactions was 
272. From these rates a depreciation 
of about 22 per cent can be derived. 


Hongping Tael and Bullion Business 
in Hongkong 


Jewellers and bullion dealers are 
trading on the basis of a hongping 
(trade weight) tael which is different 
from the merchandise tael of 1-1/3 oz 
avoirdupois (=583-1/3 grains, or 
37.799392 metric grammes). (The 
merchandise tael is the standard Hong- 
kong weight as laid down under the 
Weights & Measures Ordinance No. 2 
of 1885 and it is also the standard 
Chinese weight as used by the Mari- 
time Customs. 16 taels to a catty, 100 
catties to a picul—60.47899 kgs.). 

The locally and in South China used 
tael for weighing precious metals is 


called ‘hongping tael’. It weights 
577.584 grains (=37.42684155 metric 
grammes). The equivalent of the 


hongping tael is 1.2033 ozs troy (one 
oz troy=8 mace, 3 candareens, and 
1.0479514668 li). 


One oz troy plus 20.33%—=one hong- 
ping tael. One hongping tael minus 
16.8952% =one oz troy. 


Gold is at present traded in bars of 
.945 fineness but elsewhere in South 
China and in Macao gold continues to 
be traded (as previously in Hongkong) 
in .99 fine bars. To adjust the local 
.945 fine bars to .99 fine bars; 4.7619% 
have to be added. 
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COMMERCIAL MARKETS 


Trade with Canton 


The need for gasoline for military 
purposes by the Communist authorities 
has caused them to waive the restric- 
tions imposed on imports of this com- 
modity, and apart from an import au- 
thorisation obtainable from the Mi£ilit- 
ary Control Board, no further difficul- 
ties are encountered. Restrictions re- 
garding the quantity to be exported 
have also been removed but all transac- 
tions must be made with the Southern 
Traders Corporation—a communist or- 
ganisation in Canton—which will pay 
for imports in Hongkong currency or by 
barter. 

Shipments of gasoline to China are 
large and apparently the demand, in 
view of the fact that good profits can, be 
made, is increasing. The daily move- 
ment of gasoline by the Kowloon-Can- 
ton Railway has increased to approxim- 
ately 1,000 drums of 53 gallons per 
drum and while this quantity in view 
of the increasing demand from Canton 
is not large, the advance in price makes 
it profitable. The price which has 
varied somewhat, has risen to as much 
as $305 per drum, which with transport- 
ation costs leaves an overall] profit of 
approximately $50 per drum. 

Not only is China demanding more 
oil for military purposes, but Hong- 
kong’s own requirements have been 
steadily increasing due to the presence 
of large armed forces in the Colony, 
and the all round demand for local con- 
sumption has risen as much as 50% 
during the past year, 

While the T'rade Control Board of the 
‘Canton authorities has taken full con- 
tro] of trade regulations, as well as the 
issuance of export and import permits 
and stipulates what commodities are to 
be allowed entry or exit, definite en- 
couragement is being given to trade 
transactions in certain vital commodi- 
ties. Not only has the importation of 
gasoline received encouragement but 
also the importation of coal from Hong- 
kong, this having become a crying 
necessity if factories in Canton are to 
continue working. ‘The Canton and 
Hankow railway is likewise badly in 
need of coal and recently representatives 
from Canton arrived in Hongkong to 
buy 10,000 tons which was transhipped 
via the Kowloon-Canton Railway. Coal 
merchants are now appealing to the 
authorities to lift restrictions in view of 
the possiblity of further transactions. 

While regulations regarding the im- 
portation of gasoline and coal into Can- 
ton and China generally have been 
largely removed in order to facilitate 
their entry, restrictions are still being 
imposed on merchants regarding less 
necessitous commodities. For instance, 
all goods which can be regarded ag 
“JIuxury goods” are banned ; cosmetics, 
perfumes, canned goods, Lipton’s tea, 
to mention only a few of these come 
under this heading, and indeed the situ- 
ation is becoming acute to traders who 
have specialised in various trades now 
prohibited. In some cases business has 
fallen more than 60% while in other 
instances it has almost totally ceased, 
As import licences are required before 
importation can be made little oppor- 


tunity is provided for dealing in 
“Juxury” goods, while licences are 
limited to such commodities as metals, 
industrial chemicals, dyestuffs, rubber, 
paper, medicine and machinery. Im- 
porters must also function under self- 
provided exchange. As far as exports 
from Canton are concerned all taxes, 
even those due to the Nationalist 
Government, must first be paid off as 
well as furnishing guarantees from 
three reliable firms before an export 
licence is granted. Although these res- 
trictions are hampering to trade it is 
hoped that the resumption of river com- 
munication between Hongkong and 
Canton may soon be resumed. 

Rice 

Due to the favourable world produc- 
tion of rice during the 1948-49 period 
which was the langest on record all rice 
controls will be litted as from January 
1. Controls were established during 
the so-called post-war starvation years, 
and allocations made to those countries 
unable through war or brought to pro- 
duce sufficient for domestic needs. The 
harvest during the 1948-49 period was 
estimated at 7,500 million bushels 
whereas the average pre-war harvest 
totalled not more than 7,300 million 
bushels. : 

The lifting of controls will materially 
alter the situation in so far as exports 
are concerned, ‘Thailand, which has 
been the principal supplier of rice dur- 
ing the post-war years, will meet keen 
competition under unrestricted export 
but the Government, in preparation, has 
been endeavouring to encourage not 
only greater production but also to im- 
prove the quality of the rice. Indo- 
‘China under the new ruling will now 
be in a position to export, but owing to 
the uncertain political situation it is 
doubtful whether production will be 
able to attain anything near the pre- 
war pusition which averaged 800,000 
bushels per annum. 

During the July-December period of 
this year, U.S. rice allocations gmounted 
to 5,849,000 bags (100 Jbs. per bag) as 
against 3,900.000 bags for the corres- 
ponding period in 1948 thus showing 
the general improvement in the rice sit- 
uation. The Philippines, China, Cey- 
lon and \Malaya were beneficiaries but 
it is authoritatively emphasised that 
while the situation is materially im- 
proved, population increases will pre- 
vent pre-war per capita consumption 
being reached and rice supplies are ex- 
pected to remain short for some years 
to come, It has even been estimated 
that because of the normal increase in 
population and the slowness shown in 
ric2-erowing countries towards the 
adoption of better methods of produc- 
tion this shortage is likely to continue 
more or less permanently. 

World Shipping 

Figures recently issued by Lloyd’s 
Register of Shipbuilding show that new 
merchant vessels now building total 
over 4.6 million tons, as well as 173 
oil tankers of over 1.9 million tons. 
The United Kingdom is _ constructing 
2.09 million tons or 45.5 % of the total 
and Jaman comes seventh on the list 
with 137,760 tons under construction; 
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other leading countries are: U.S.A. 
625,281 t., France 408,746 t., Holland 
311,759 t., Sweden 254,705 t., Italy 206,- 
900 t. Denmark 130,390 t., and Spain 
114,828 t. 


New Method of Transportation 


A new method of transportaton which 
should prove very popular for use in 
towns or over flat country has been 
developed in Japan, which hag despat- 
ched three motor-driven pedicabs to the 
Philippines as a sample shipment. An 
Indian firm has also ordered 200 of 
these little vehicles. The new pedicab 
seats two passengers in front, who thus 
have an interrupted view which should 
particularly appeal to travellers. The 
price is UjS$200 f.0,b. and it can run 65 
miles on a gallon of gasoline. 


HONGKONG COMMODITY 
MARKETS. 
Cotton Piece Goods 


There was considerable activity in 
cotton piece goods at the commence- 
ment of the week, Pakistan buyers be- 
ing heavily in the market for grey 
sheetings; a record was created in the 
amount of business transacted one ex- 
porter taking 140,000 pieces to the 
value of $70 million. Japanese grey 
sheetings from Singapore were received 
in time to meet the demand, and al- 
though the Pakistan dealers preferred 
Shanghai and Tientsin goods the quan- 
tity of Japanese piece goods on the 
market kept prices more or less steady, 
buyers refusing to pay the higher prices 
asked. A cessation of buying by the 
Pakistan interests caused a sharp drop 
in prices at the close of the market: 
Japanese 2003 Grey Sheetings were in- 
dented at $45 for forward delivery, 
2023 quality at $46.80 and 2024 quality 
spot at $50 per piece; Mammoth Bird 
rose to $56 per piece, Flower & Bird to 
$52 for 38” and 36”, Always Satisfy 
also to $52, Three Ponds to $50.50, 
Fairy Eagle was offered at $56 and 
later at $54.50, Four Lotus improved to 
$53.50 and $53, Elephant Head rose to 
$49.50 and was later offered at $49 per 
piece, Hung Fuk sold out at $58 and 
$57.50 per piece. Black cloth showed 
a little activity, though prices on the 
whole remained steady: Amoy black 
cloth rose from $63 to $65 per piece, 
Golden Cup from $61 to $62, Hung 
Fing from $62 to $64 and Nan Cheong 
from $64 to $66 per piece. 

Cotton Yarn 


Canton dealers were in the market 
for cotton yarn to a large extent dur- 
ing the week, but prices were kept. 
down as a result of the arrival of over 
1000 bales of Indian 10’s and the ex- 
pected arrival shortly of 6000 addi- 
tional bales; heavy stocks of Indian 
20’s on hand also tended to keep prices 
down, the tendency being added to by 
the difficulty of effecting deliveries to 
Canton, Swatow and Amoy. A ship- 
ment of cotton yarn to Canton via 
Macao was found to be successful, the 
only requirement being the payment 
of customs duties at the border  sta- 
tion of Kungpak; on the other hand, 
nothing definite has yet come to hand 
regarding the steps to be taken in re- 
gard to passing goods through the 
customs at Shumchun on the Kow- 
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loon-Canton Railway. The price of 
cotton yarn 10’s in Canton was $1300 
and over per bale, the Hongkong price 
being $170 plus 30% import tax and 
10% to 15% for transportation, giving 
a good profit on such transactions *if 
they can be continued. The Hongkong 
price for 20 counts Aeroplane rose to 
$1230 per bale, Big Golden Hill rose to 
$1275, Camel to $1280, Yacht to $1260 
per bale, but fell later to $1220, $1260, 
‘$1250 and $1240 per bale respectively; 


Indian Ghandi brand of 20 counts 
fetched $945 and $960 per bale. 
Raw Cotton 


The raw cotton market was affected 
by the announcement that import per- 
mits would be required for shipments 
to Shanghai and Tientsin even under 
self-provided exchange, and _ buyers 
for these ports lost interest. However 
increased purchasing by Canton deal- 
ers caused prices to rise somewhat, 
and the indent price also rose as the 
result of the imposition of a new ex- 
port duty on raw cotton from Pakistan: 
4F rose from $1.84 to $1.90 per lb., 
Rangoon cotton from $1.58 to $1.65 per 
1b., while Egyptian cotton rose to $1.45 
per lb. 

Woollen Yarn 

The price of No. 48 wool tops has 
been increased to 64d. cif. Hongkong 
as compared with the former price of 
54d. or a rise of 18%, according to in- 
formation received from England, 
caused as a result of heavy buying 
from Australia on the part of Russia 
and Japan in addition to Great Britain. 
This increase, however has not as yet 
affected prices where local woollen 
knitting mills are concerned as com- 
petition is severe from aboard- and 
supplies are continually arriving, a 
shipment of about 30,000 lbs. of Bee- 
hive knitting yarn being expected 
shortly at the indent price of $9.50 per 
1b., and about 4000 lbs. of Sword 
brand. Woollen knitting yarn factories 
which have recently been established 
in the Colony have a combined output 
of 7000 lbs. per day, the raw material 
supplied by Australia being processed 
in Great Britain for use in the local 
mills: Golden Tiger, Butterfly and 
Peacock 4 oly brands which commenced 
the week at $10.20 per 1b., fell to 
$9.80 under competition from recent 
arrivals, Bird Mail dropped from $17.20 
to $11.20 and Super Crafta from $12 
to $11.20 per lb. 

Metals 


The demand by buyers from North 
China for Mild Steel Plates during the 
week was sufficiently heavy to absorb 
a large part of the stocks in the local 
market and forward offers of Belgian 
cargo expected sometime before Janu- 
ary were made of 4’ x 8’ 1/32” at 
$1470 per ton, 1/16” at $1265 and 3/32” 
at $1176; during the week French 4’ x 
8’ 1/32” went for $80 per picul, 1/16” 
for .$65,,°3/32" for. $63), 11/8" sfore$53 
per picul, while 3’ x6’ 1/32” sold for 
$60 and 1/16” to 3/32” sold at $50. 
Galvanised Mild Steel Sheets, thin, 
due to heavy arrivals combined with 
the difficulty of obtaining import per- 
mits by Canton merchants, slowed 
down considerably during the week. 
At one time however, the market was 


a 


FAR EASTERN ECONOMIC REVIEW 


helped by Macao buyers who required 
some 30 tons of G.30 3’ x 7’ which 
went for $12.40 per piece and 3’ x 6 at 
$11 per piece. Cargo of Belgian origin 
now en route was offered at $9.50 per 
piece. The Japanese product regis- 
tered a decline in price 3’ x 7’ falling 
falling from $13.60 to $13 and then 
later to $12.50 per piece while forward 
buying cf 3’ x 7’ en route cargo drop- 
ped to $11:80 and $11.50 per piece; 
European cargo also declined with 
selling offers at $13. On the other 
hand with buyers for Central China 
in the market, thick galvanised mild 
steel sheéts showed some improve- 
ment, 3’ x 8’ G.24 and G.26 selling 
at $1 per lb, G.28 at $1.10 while 3’ x 
7’ increased by 5 to 10 cents per Ib. 
A heavy fall in the price of Corrugat- 
ed Roofing Iron Sheets took place as 
the demand lessened and 3’ x 7’ and 
3’ x 8’ B.24 was offered at 75 cents 
per lb. as against 80 cents previously 
while G.26 stood at 85 cents and G.28 
at 90 cents; en route cargo also drop- 
ped to 80 cents. Zinc Sheets sold well 
during the week especially to Shang- 
hai buyers and as a result stocks 
became short. With lower stocks for- 
ward prices improved to £137 per ton 
for G5 and £134 for G6, while spot 
cargo rose to $140 per picul and G6 im- 
proved to $133; further improvements 
are anticipated, With fresh arrivals from 
the United States of Tin Plate Waste and 
a decreasing demand from North China 
the market became weak. Some small 
transactions took place especially in 
G.29 and G.32 18” eat $40 per picul, 
but later this figure fell to $38 per picul. 
Some cargo indented for at US$4.20 
per picul c.if. Hongkong or HK$33 in- 
cluding charges is not yet on the mar- 
ket, local buyers still feel that even 
at that price a profit can be made 
British tin plate waste 1% cwt. pack- 
ing 20” to 28” remained steady at $87 
per case; the U.S. product 3” to 6” 
wide improved to $69 per picul, while 
2”. to 10” wide sold at $72 and en route 
cargo at $57 per picul. Macao buyers 
were in the local market for Misprint 
Tin Plate and golden base fetched $53 
per case, while white base went for 
$50 per case. U.S. tin plate lst quality 
10” x 10” 200 lbs. packing was offered 
at $85 per cask. The future for local- 
ly made Wire Nails is considered 
steady and during the week an im- 
provement was registered G.7 3%” 
and 4”, G.6 5’,«G.5 6”, G.4 7” selling 
at $44 per picul, G.10 2%” and 2%”, 
G.9 234”, G.8 3” at $45,°G.13 1%”, G.12 
1%” and G.11 2” fetched $46, while 
G.15 1” was.sold at $50 per picul and 


G.14, at $48. Another active market 
during the week was Copper Wire 
with heavy demands from North 


China: British 1 cwt packing G.7 and 
G.8 was offered at $255 per picul; a 
general improvement was also notice- 
able in other grades, for example G.6 
went up to $260. G.10 to G.16 to $215 
and G.18 to $240. The Brass Wire 
market was also favourable due to de- 
mands from North China, Japanese 
origin selling offer standing at $205 
per picul and European G.14 to G.16 
rising to $205. Shanghai buyers were 
in the market for Pig Lead resulting 
in some improvement being shown: pig 
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lead 99% sold for $120, a rise of 
$10 while pig lead compound sold for 
$80 per picul rising later to $86, with 
Canadian and Australian _ selling for 
$125 due to stocks being light. Print- 
ing lead stood at $85 per picul. Zinc 
lead compound rose to $74 with Zinc 
lead ingots selling at $115. 


Cement 


Little change took place in the 
cement market during the week al- 
though, anticipating an improvement, 
local dealers bought some 1000 tons 
from Tientsin whcih is expected to 
arrive shortly at a cost of $118 per 
ton including freight. Indochina Red 
Dragon was offered at $6 per 94 lb. 
bag, Taiwan 1 cwt. bag fell to $6.90, 
Japanese 100 lb. bags stood at $6.40; 
Green Island Emeralcrete rapid har- 
dening cement stood at the official 
price of $7.80 per 112 lbs. bag and 
5.90 per 94 lbs. bag, Emerald brand 
sold at the usual price of $6.80 per 
112 lbs. bag and Snowcrete British 
white cement at $55 per drum of 375 
Ibs. nett. 


Paper 

During the first part of the week 
little change was to be noted in the 
newsprint market although the alloca- 
tion of European newsprint for 1949 
was reported to be complete. Cables 
from Norwegian and Danish manufac- 
tures have notified a general increase 
in prices, due largely to the devalua- 
tion of sterling and other European 
currencies, the increase being between 
£3 and £4 per ton; however as the 
selling price in Hangkong was 47 
cents per lb. this would allow of a 
good margin of profit even at the re- 
vised prices. Local merchants turned 
their attention to the possibility of 
obtaining Australian newsprint which 
was quoted at £39.15/- per ton c.if. 
Hongkong, a supply of which was ex- 
pected shortly. Buyers from Central 
China showed little interest in news- 
print although Shanghai and Tientsin 
dealers were active and the booking 
rose to 41 or 42 cents per lb. on for- 
ward bookings, apparently anticipat- 
ing the introduction of import permits 
by the Communist authorities; the re- 
port that a ship was soon leaving for 
Shanghai also sent prices up and 
newsprint in rolls of 31” sold at 47 
cents per lb. while indent prices for 
December (early) were at 41 cents. 
M.G. Sulphite paper 47 lbs. sold at 
$23 and $23.50 per ream. British 
aluminium foil rose to $2.70 per lb., 
Canadian to $2.70 and American to 
$2.60 per lb. Cigarette paper showed 
an increase in price in some grades: 
29 mm 6000 m Centennial brand rose 
to $16.50 ner bobbin. Elephant brand to 
$17 and Smoking Tiger to $21.50 per 
bobbin. Orange match paper 25” x 44” 
20 lbs. blue colour was offered at $13.50 
per ream. Cellophane paper showed a 
further duop, British 36” x 44” being 
offered at $74 per ream a fall of $1 
while 40” x 51” fell from $100 to $98. 
Vegetable Oils & China Produce 

Prices of tungoil .(woodoil) after 
reaching $215 per picul in the early part 
of the week fell to $213 and to $205.50 
per picul, the drop being caused by the 
arrival of 99 drums and the expecta- 
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tion of further supplies from Central 
China in the near future. Dealers 
anticipated that the market would 
show a downward tendency. Teaseed 
oil 5% acid was. inactive the price 
rising slightly to $171 per picul. 
Rapeseed oi! had a few sales at $100 
and at $98 per picul. Groundnut oil 
was active and prices rose somewhat: 
Chefoo list quality rose to $128 per 
picul, Flying Eagle (Swatow) had 
some sales at $192 Sui Tung (Kwang- 
tung) in drums rose from $156 to $165 
per picul. Sesame _ seed oil, best 
quality, sold at the improved price of 
$230 as against the earlier price of $200 


per picul. 

Exports of cassia have fallen by 
about 70%, but as a result of short 
supplies prices have improved. For- 


merly the average demand from Great 
Britain, the U.S.A. and South Africa 
reached 1100 tons a month, but during 
October shipments only reached 300 
tons. The 60 catty packing is preferred 
in Great Britain and South, Africa, the 
84 catty in the U.S.A. Cassia unscrap- 
ed from Kwangtung and Yunnan was 
offered at $90 per picul during the 
week, and is expected to touch $100 if 
the present transportation difficulties 
continue; Wui-on = quality stood at 
$215 per picul, the price in the US 
being US 20/30 cents per lb. according 
to quality; Shek-on lst quality touched 
$250; Honan cassia rolls scraped stood 
at $90 per picul; Tung-hing cassia 
whole sold at $92 and $95 per picul; 
Tung-hing cassia unscraped in 84 catty 
packing with about 100 piculs on hand 
was offered at $90, the best American 
offer being from US 15/16 cents per lb. 

A shipment of aniseed star from 
Nanning, Kwangsi, was received the 
cost on arrival being $80 per picul; as 
the local market price was at $75 
buyers were not interested at the 
higher price. 

Gunny Bags 

North China buyers were heavily in 
the gunny market during the week and 
it appears that large quantities of 
gunnies have been imported into Hong- 
’ kong in spite of the ruling by the In- 
dian Government that the export of 
gunnies from India was to be prohibit- 
ed. The indent price c.if. Hongkong 
stood at Rs. 214 per 100 bags following 
the Indian Government’s announce- 
ment that the minimum price would 
be Rs 200. The demand during the 
week was heavy from North China and 
as a result the price advanced from 
$2.65 to $2.70 each for Heavy Cees 29 
x 43 x 2% lb 2” (green); the forward 
price was $2.65 and $2.62 with Decem- 
ber shipment at $2.59 and $2.60 per 
bag. Hessian Cloth 11 oz. 45” was in 
demand by buyers from Manila and 
sold at $1.05 per yard. 

Anticipations are that the market in 
gunnies will improve considerably as 
enquiries are expected from South 
Africa following the destruction of a 
large quantity in a recent fire. 

Beans 

The market for Dairen soya beans 
continued to be brisk, with Taiwan 
buyers showing interest. The former 
bought 50 tons en route cargo at $55 
per picul, forward shipment in three 
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weeks of 200 tons was transacted at 
$47 per picul, resale cargo sold at $63 
per picul for more than 500 bags, a sale 
of 2,000 bags was made at $62 per 
picul. A slight drop in price is ex- 
pected as a result of the expected 
arrival of an additional shipment of 
7,000 bags. However, the closing price 
for Dairen lst quality was $63 per 
picul, as compared with last week’s $60. 
Kalgan green beans (lst quality) re- 
mained steady for most of the week at 
$52, finally closing at $51, while Tien- 
tsin green beans (lst quality) dropped 
from $51.50 to $50 per picul. The 
market for Tientsin black beans (2nd 
quality) was uneven, dropping from $61 
eee per picul, and rising again to 

Demands for beancakes came from 
Taiwan buyers. Two large shipments 
from Tientsin, one of more than 10,000 
pieces and the other of about 115 tons, 
were taken by Taiwan buyers, at $35 
and $35.50 per picul respectively. Spot 
sales in general rose from $35 to $37 
per picul during the week. 
Sugar 

The most valuable single export from 
Taiwan is that of manufactured sugar, 
the production of which has risen from 
260,000 tons to over 600,000 tons a 
year. The bulk of the sugar exported 
goes to the sterling area, but the Allied 
Supreme Commander in Japan _ has 
contracted for a large supply. The 
British Ministry of Food has also placed 
a contract for the supply of sugar and 
under this contract Hongkong receives 
its allocation which, if exceeded as a 
result of private imports of Taiwan 
sugar may well be cut down, conse- 
quently imports of sugar allowed into 
the Colony for re-export must be re- 
exported and not be diverted to the 
Hongkong market. At present there 
are about 150,000 bags of Taiwan 
granulated sugar held in stock in the 
Colony. About 1,000 tons of granulat- 
ed sugar have arrived from Taiwan 
recently, being offered at the price of 
$120 per ton. Prices during the week 
have varied somewhat: Taiwan granu- 
lated sugar choice quality sold at 
$43.50 per picul showing a_ decline 
against the earlier price of $46, whereas 
Taiwan sugar (special) remained steady 
at $47.50 the export price falling from 
$45 to $44.80 and the forward price 
being $43; South African brown granu- 
lated sugar 1st quality stood at $16 per 
picul and British refined Ist quality 
dropped from $48 to $47 per picul. 
Camphor 

The fact that Taiwan producers re- 
duced the price of camphor in order to 
regain the American market which 
they were losing in face of keen com- 
petition from synthetic camphor, has 
succeeded to a large extent and the 
Taiwan product which _ constituted 
about 70% of the world’s camphor 
consumption, is again selling in Hong- 
kong at US 40 cents per Ib., 4 cents 
cheaper than the Japanese product. 
This price of 40 cents is the revised 
price which before the reduction stood 
at US$1 per lb. The market for re- 
fined camphor ball was dull during the 
week with selling offers at $55 per 
cewt. case. 


Tea 


Hongkong’s tea stocks have been 
reduced by the present demands and 
the hostilities in China. For the past 
six months the Colony has drawn its 
supplies principally from Fukien and 


Taiwan, although stiff competition 
has come from  Ceylonese black 
tea, especially since its price has 


been reduced from 15 to 20 per cent as 
a result of devaluation. Current sell= 
ing offers per picul in Hongkong are: 
Taiwan black $230; green $300 (due to 
shortage of supplies); and Fukien black 
$350. 

Bristles 


The local bristle market was weak 
due to the falling off of demands from 
American sources and a_ subsequent 
drop in price was registered during the 
week. Chungking black fell from 
US$2.80 to US$2.55 per lb. while 
Tientsin 55 short also dropped by 
US 28 cents per lb. 


Human Hair Nets 


Human hair nets appeared on the 
market during the week and_ three. 
cases were sold, each case consisting of 
400 gross at 10 gross per packet. The. 
shades were dark and medium brown 
35%, light brown 15%, blonde 5% and 
black 10%. The selling offer was $11 
per gross ex warehouse on the mixed 
shades while special shade require- 
ments fetched $16.50 per gross. It is 
doubtful whether the supply can be 
maintained owing to the difficulty of 
obtaining the nets through Tientsin, 
even against specific orders. 


Fresh Fruit 


The Australian Government is be- 
coming aware of the hindrances which 
the Australian fruit trade has to face 
in relation to the Hongkong market, 
due to the lack hitherto given this: 
commodity in the way of freight space, 
whereas American and Canadian fruit 
which is able to obtain space is thus 
enabled to dominate the market, parti- 
cularly fruit from the U.S.A. which 
forms 60% of the total. It is felt that 
if this difficulty were overcome Aus- 
tralian fresh fruit would find a popu- 
lar market because of the competitive 
prices and its excellent quality. Some 
120,000 cases of American fruit is en 
route to arrive in time for the Christ- 
mas market. Indent prices are: Deli- 
cious apples $22 per case, Sunkist 
oranges 126-288 counts at $49 per case 
and red grapes at $40 per case. 


Hams 

With Christmas approaching the 
arrival of 400 cases of Chinese hams 
from Shanghai created interest in the 
market although the price asked was 
high at around $600 per picul. Eight 
cases were sold for $598 during the 
week, but on the whole little business 
was done although it is anticipated 
that the demand will improve. 


Casings 

The price for casings has recently 
shown a reduction due to fresh arri- 
vals from Shanghai. The latest price 
was $1,970 and $1,880 per picul which 
was a reduction of around $30 per 
picul. 
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Cuttlefish 


A shipment of over 2,000 packages 
of cuttlefish reached Hongkong in the 
middle of the week, with an additional 
2,800 packages expected shortly. Be- 
cause of abundant stocks and arrivals 
and reduced demands from Canton 
buyers, the price for lst quality dropped 
from $185 to $175 per picul. Buyers 
showed no interest in 2nd _ quality. 
During October Korea exported some 
1.03 million catties of cuttlefish and 
flatfish to Hongkong, as compared with 
approximately 1 million catties during 
the first three weeks of November. 


HONGKONG INDUSTRIAL 
CHEMICAL MARKETS 


During the past two weeks, owing 
to the enforced return of a few steam- 
ers from Shanghai, the market was 
moving downward. However, this de- 
pression only lasted for a few days, 
and an upward movement was recorded 
as soon as several steamers again sailed 
for Shanghai and Tientsin. Notwith- 
standing the slight drop in prices in 
USA the higher open market exchange 
rate on New York more than balanced 
it. 

Oxalic acid. This material is gener- 
ally used as a bleaching agent in North 
China. Small business was recorded at 
$1.25 per lb for the USA origin 250 lb 
fibre drums crystal form. Potassium 
carbonate. French origin 400 lb metal 
drums powder form sold 70 cts. per lb 
for small quantity. Sulphuric acid. Due 
to an accident which occurred in a local 
leading factory, their output was sus- 
pended, and the market went upward. 
As sulphuric acid is so-to-speak the 
mother of all industries, the prosperity 
of a country can be measured by the 
consumption of this acid. However, 
China does not require large amounts 
of sulphuric acid as the country lacks 
the basis of a chemical industry. Dutch 
origin 80 kg carboys sold from 50 cts. 
to 54 cts. per lb and is now about 60 
cts. USA origin 75 lb carboys sold 
around 65 cts. now about 70 cts. The 
local make 750 lb metal drums about 


40 cts. per lb. Glacial acetic acid. 
Ready stock is very short. Business 
was done for forward sales. Italian 


origin 25 kg carboys due Hongkong end 
of December sold $1.15 per lb and due 
mid December $1.20 to $1.25. Spot 
goods may be sold at $1.70. Although 
spot goods are scarce, the future mar- 
ket is considered unfavourable as since 
November the Shanghai authorities 
-have not issued import licenses for this 
item or its sister chemical, acetic an- 
hydride. There are still Shanghai 
buyers whose license was approved 
before November. Sodium nitrate. 100 
‘kg bags Belgian origin was sold $32.50 
per picul for scores of tons. 

Rosin. Market at first down when 
new shipments arrived, and then up- 
ward again. Buying interest is rather 
‘strong. Rosin is used for soap, paint, 
‘varnish, firecracker making and in 
printing. In Shanghai it may be sold 
‘at five times the price in Hongkong. 
“USA origin 515 lb galvanised iron 
‘drums WW grade sold from $115 down 
‘to $108 per picul, and now is up to $120. 


The mid December arrival was sold 
$86 per picul. Caustic soda solid. From 
14th instant the market of USA origin 
700 lb drums went down from $220 to 
$180 per drum, however, on 22nd in- 
stant the market changed its direction 
from $180 upward to $225. Forward 
sale due Hongkong end of November 
is $185 to $195 per drum. ICI Cres- 
cent brand 300 kg drums sold from 
$280 down to $220, but now is back to 
$235 per drum. About 2000 to 3000 
drum business was concluded. Caustic 
soda flake. Business of over hundred 
drums was recorded. It sold 28 cts. 
per lb, and then up to 33 cts. for the 
400 lb metal drums of USA origin. 
Paraffin wax. Tientsin buyers take 
interest in this item. Large business 
was recorded. AMP 143/150 nine slabs 
to one carton sold $103 per picul; AMP 
160/165 of the same packing sold $120. 
The Vacuum Standard scale wax AMP 
135/140 with export permit at $72.50 
to $73 per picul, without export per- 
mit about $10 less. AMP 130/135 semi 
refined 100 kg machine sewn burlap 
bags sold for scores of tons at $64 to 
$65 per picul, with somewhat broken 
bags about $3 cheaper; all with export 
permits. Sodium sulphide solid. Mar- 
ket declined. ICI Chinchin brand 5 
ewt drums sold from $1130 to $900 per 
long ton. Whereas the English origin 
6 cwt drums was offered at $700 only 
with a counter offer $620 per long ton. 
Zine chloride. Stock is still short, price 
firm, and interest still exists. Belgian 1 
cwt drums sold from $1880 to $1900 
per long ton. However, indent orders 
are at $780 per long ton. 


Stearic acid. Frice for this acid 
varies greatly according to its colour 
which may change to somewhat yellow 
tint according to the length of storage 
time and also due to its melting point 
and oleic acid content. Therefore its 
price cannot be judged only by its de- 
signation (single, double, triple press- 
ed). The highest quality may be sold 
$2 per lb., Australian origin triple 
pressed 140 Ib bags sold $1.45 per lb. 
Lithopone. Dutch origin 50 kg paper 
bags sold from 50 cts. to 51% cts. per 
lb. In the past two weeks over hun- 
dred tons were indented from Ger- 
many. Glycerine. Regular demands 
but market is on the easy side. Dutch 
origin 250 kg drums sold from $1.80 
per lb for small lots to $1.62 for large 
business. Indian origin Pyramid brand 
448 lb drums ‘sold $1.75 only. Sodium 
cyanide. English origin 1 cwt drums 
sold $1.05 per lb for larger lots but 
$1.15 for small quantity. Business re- 
corded was rather big. It is presumed 
that the future market will not be 
stimulated due to a lower indent price. 
Potassium chlorate. Finland origin 50 
kg cases sold $1.06 per lb. USA origin 
200 lb metal drums around $1.25 per 
Ib. Owing to short stock and firm 
market in USA the sellers’ bid is 
steady. There are many inquiries for 
forward sales as buyers wish to pur- 
chase at a cheaper rate. It is expected 
the market will be bullish. Due _ to 
American steel strike a few weeks ago 
the supply of steel drums is short. Re- 
cently the new packing USA origin 
110 lb ‘metal drums is of superior 


quality. Forward sale due Hongkong 
late December to early January is 
about 95 cts. per lb. Ferric chloride. 
English origin 100 kg drums sold 50 
cts. per lb. Sodium  hydrosulphite. 
Stock continued very short. Forward 
sale for USA origin 250 lb green paint- 
ed metal drums due Hongkong late 
December was recorded at $235 per 
picul. Many inquiries on the market, 
but sellers have no stock to meet de- 
mands. 


Soda ash. ICI Crescent brand 90 kg 
bags sold betwen $38.80 and $39.20 per 
bag. The USA origin 100 lb paper bags 
dense grade, due to new shipment ar- 
rival, dropped to $20 per bag. MBT. 
English Monsanto 224 lb metal drums 
moved up and down between $1.78 and 
$1.85 per lb. As new shipment will 
arrive in a few days, sellers agree to 
sell at a lower profit. Their indent 
price is 1s. 1ld. equal to HK$1.55 per 
lb cif. Phenol. Market rising step by 
step. Recently as indent price in Eng- 
land was raised and American suppliers 
cannot ship until January, the market 
in spite of plentiful stock was stimu- 
lated by Tientsin buyers’ demands. 
They always take an interest in English 
Monsanto 448 lb drums or Australian 
448 lb drums with red strip on the 
middle of drums. However, as_ the 
latter is short in stock, its price is 
always higher by about 5 cts. to 10 cts. 
per lb than the former. The English 
cargo sold from 97 cts. to $1.15 per lb, 
and Australian about $1.20. Bright 
liquid gold. Occasional demand on the 
market, but requirement is not large. 
Hanovia 28 gram _ bottles sold from 
$36.50 to $39.50 per bottle. Gum Arabic 
bead. ICI 2 cwt bags sold small lots 
at 65 cts. to 69 cts. per lb. Ammonium 
chloride. English Monsanto 1.5 cwt 
bags was about $850 per long ton. This 
price is nominal only, actually no busi- 
ness was done. Aniline oil. Sellers 
asked $1 per lb, but no substantial 
business was done. Extract of mimosa. 
Elephant brand 1 cwt bags sold about 
ten tons at $52.50 per bag. Export 
demands show a little improvement, 
and speculators have bought in at $51. 
Vaseline. Light amber stock is not 
large, but snow white is still enough. 
Standard Vacuum Co. has raised their 
scheduled price for snow white from 
42.72 cents to 55.54 cts. per lb. All 
dealers also raised their offers accord- 
ingly. However, demand is small as 
yet. Apart from small business done 
in light amber 400 lb drums at 38% 
cts. per lb, there was little else record- 
ed. Sodium bicarbonate. As French 
origin Arrow brand 100 kg bags con- 
tinued to arrive, the market went down 
to $38.50 per bag. The ICI Crescent 
brand 100 kg bags was affected and 
sold from $45 to $40 bag. 


Sulphur powder. Heavy demands 
from Shanghai, market is bullish. Al- 
though in the past two weeks nearly 
5000 bags shipment arrived, yet the 
market still went up from $47 to $54 
per picul for USA origin 100 lb paper 
bags. Goods due Hongkong mid De- 
cember sold at $33. Many _ indent 
orders were booked around $22 to $23 
per picul. Caustic potash solid. USA 
origin 700 lb drums sold 68 cts. per lb 
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Formosan Essential Oils 
(Special to Far Easturn Economic Review). 


The most important essential oils 
produced in Formosa viewing from the 
angle of export are Citronella Oil and 


Camphor Oil together with its by- 
products. 
Citronella Oil (Oleum citronellae) 


is the oil obtained by acqueous dis- 
tillation from a plant by the name of 
“Andropogon nardus,’” which is com- 
monly called “Indian Grass.” The oil 
is distilled chiefly in Java, India, Cey- 
lon, Malaya and in Formosa. The pure 
oil is thin and almost colourless and 
has a strong aromatic odour, a citron- 
like flavour. Its chief constituents 
are Citronellal, geraniol, eugenol and 
other acetylisable elements. In mar- 
keting, the quality of oil is based on 
the percentage of Citronella and the 
total acetylisable constituents, the lat- 
ter being calculated as total geraniol 
content, present in the oil. ._ The stan- 
dard quality oil should contain 35% 
citronellal and 80-85% total geraniol. 

The Ceylon product is generally 
known as the “Estate Quality” con- 
taining 60% or thereabout of total 
geraniol. 

The Java type is of the best grade, 
obtained by distillation of the leaves 
of “Cybopogon Winterianus, Jowitt.” 
Specificatian of the standard Java oil 
is as follows: 


Specific gravity at 25°C. ...... 0.880 — 0.892 
Refractive Index at 20°C 1.463 — 1.475 
Citronelilal Wigs. ces... cece 35% — 40% 
Otabderaniol #4. ccia\sersinjethisieiiy spi 85% — 90% 


for small lot. Sodium  bichromate. 
South African origin 500 lb drums sold 
89 cts. per lb. Market steady but not 
so active as previous weeks. Red lead. 
Australian origin 560 lb wooden bar- 
Tels sold small lots at $125 per picul. 
Mercury. Italian origin 76 lb iron 
bottle was sold $728 per picul. Tannic 
acid. This material is used for making 
blue black writing ink, and also in 
textile dyeing. French origin 211 lb 
~ drums sold $2.55 per lb. Sodium sili- 
cate. ICI Crescent brand 340 kg drums 
sold $158 per drum, indent price is 
$135. Dutch origin 750 lb drums sold 
from $152 to $153. Bleaching powder 
35%. Spot goods still short. Forward 
sale due Hongkong end of November 
sold at $36 per drum for English 1 cwt 
drum crossed straps on lids. Bleaching 
powder 70%. USA origin 130 lb drums 
sold from $2 to $1.98 per lb. Demand 
is regular. Its indent price is $1.55 to 
$1.60. Carbon black. As no shipment 
is allowed leave USA unless the ex- 
port license is shown the market here 
is rather firm. The ICI Fortress brand 
187.5 lb case sold at $140 per case. 
Demand is limited, stock is not large. 
Zine oxide. At the end of last week 
market shows activity. The South 
African origin 1 cwt bags gold seal 
quality sold from 87% cts. to 90 cts. 
per lb for scores of tons. Ammonium 
bicarbonate. Irregular demands, mar- 
ket normal. Dutch origin 1 cwt ply- 
wood drums sold $37 per drum. Borax 
granular. USA origin 1 cwt burlap 
bags sold $24.20 per bag. Dull market 
and little interest. 


The Java product, being the best in 
quality, is most welcomed by consumers 
abroad. However, on account of the 
unsettled situation in Indonesia during 
the past few years, export of same has 
suffered to a great extent, thus provid- 
ing the Formosa product with a fairly 
good market, particularly in the United 
States. 

The “Indian Grass” must have 
grown in Formosa for ages, but it was 
the Japanese who first made the best 
use of the grass. It is said that the 
Japanese, during their occupation of 
Formosa, used to send ship-loads of the 
grass back to Japan, to the amazement 
of many a Formosan who failed to see 
any sense in shipping out such grass 
of so little value. However, it came 
later to the knowledge of a few Formo- 
sans who had the privilege of either 
pursuing advanced study in Japan or 
working under the Japanese chemists 
that the grass could yield an aromatic 
oil widely used in soap-manufacturing 
and in making cheap perfume. Follow- 
ing World War II, the Formosan 
chemists took up the work left by the 
Japanese, and worked together with 
chemists from China. Their persistent 
work has now borne good fruit—the 
increasing output of this oil which 
reaps handsome profit from exports. 

A conservative estimate of Formosan 
annual output of Citronella Oil is 
around 300 long tons. It is, however, 
believed that it is possible to hit the 
500 tons mark if collection of the raw 
 pelag is more extensively carried 
out. 

The oil from Formosa is generally 
light yellow in colour, containing up to 
85% total geraniol and 35% citronellal. 

New York is at present the main out- 
let for the Formosan oil. Demand 
continues to be strong. Aside from 
other articles exportable from Formo- 
sa, this item alone would be worth 
US$1 to 1% million annually. 


The quality of citronella oil: Since 
the oil required in foreign markets is 
chiefly of the usual prime quality, sold 
on a minimum of 85% total geraniol 
and 35% Citronellal, the discrepancy in 
these contents as found by buyers not 
infrequently gives rise to claim for 
allowance. Great precaution should be 
taken in making the analyses. Differ- 
ent methods employed in this connec- 
tion very often give slightly different 
results. However, even a few per 
cent. difference might lead to serious 
consequence, particularly with regard 
to Citronellal content which is essential 
to the manufacture of Menthol. Some 
chemists use the Phenylhydrazine 
Method for the estimation of Citronel- 
lal. Nevertheless, it is advisable to 
test the total Geraniol by Acetylation, 


and the Citronellal content by the 
Hydroxylamine Method, as this is 
generally agreed by buyers abroad. 


Besides, the oil should be free from 
fat. The oil shipped from Java usually 
contains not more than 2%% distilla- 
tion residue, which indicates the fresh- 
ness of the oil. 

*(To be continued ; CAMPHOR OIL) 
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Reports from Batayia 


Major factors affecting the Indonesian 
economy during the latter part of 
summer included: (1) Further depre- 
ciation of the curreney in the black 
market and the corresponding inclina- 
tion of the traders to hold goods off the 
market; (2) continuing low imports 
largely due to the critical shortage of 
foreign exchange; (3) sabotage of com- 
munication and production facilities in 
what appeared to be designed as a 
nationalistic show of strength prior to 
the cease-fire order of August 3, 1949. 

Official publication of legislation in- 
cluded: (1) Netherlands law dated 
May 27 concerning the establishment 
of the Netherlands-Indonesian Com- 
pany for financing economic recovery 
of Indonesia and granting guaranties 
for Indonesian investments; (2) 
Netherlands credit of 850,000,000 guil- 
ders to Indonesia; and (3) the oragani- 
sation of a Welfare Commission com- 
prising the Ministers of Economic 
Affairs, Agriculture and _ Fisheries; 
Waterways and Rehabilitation; Traffic, 
Power and Mining; Finance; and Social 
Affairs, which will schedule and co- 
ordinate rehabilitation projects, assign 
priorities, and check on progress made. 

Based on free-market prices, the in- 
dex numbers (1938=100) for July 1949 
(June indexes in parentheses) were as 
follows: Batavia, 1148 (1142); Ban- 
doeng, 994 (932); Surabaya, 903 (877); 
Palembang, 1717 (1684); Medan, not 
available (1420); Pontianak, not avail- 
able (1707); Banjermasin, 1091 (1048); 
Macassar, 1016 (1007). 

Rice prices again began climbing as 
the period of seasonal shortage ap- 
proached. The Government Food Sup- 
ply Board imported 18,275 metric tons 
of rice in July and to prevent specula- 
tion tightened the enforcement of the 
antihoarding ordinance, which is effec- 
tive until March 31, 1950. The Supply 
Board threatened to dump rationed rice 
on the market, but prices of milled rice 
rose from 85 to 95 guilder cents per 
liter. Textile prices began to rise in 
late July and early August because of 
the uncertainty over future currency 
values and restrictions on further im- 
ports. Among other commodities, corn, 
coffee, and tapioca rose in price. In 
August, textile and sugar prices were 
up 30 to 50 percent. Pepper prices 
were almost purely speculative, vari- 
able, and very high. 


Most Sumatra tea gardens are now 
affected by the “blister blight” disease, 
but Java tea has not yet been affected. 
Arsonists destroyed a few additional 
tobacco sheds on Sumatra, and sugar- 
cane fields on Java. Dry rice has been 
planted, and the outlook is good. In 
July estate rubber production totalled 
15,000 metric tons. During June ex- 
ports of native and estate rubber 
totaled 27,591 metric tons, bringing the 
cumulative January to June figure to 
175,211 tons, valued at US$59,400,000. 
In July exports of palm oil and palm 
kernels amounted to 9,423 and 3,282 


tons, respectively; the estimates for 
August exports are 14,126 and 2,636 
tons, respectively. Copra production 


in August totaled 29,403 tons and ex- 
ports, 23,919 tons; estimates for Sep- 
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Reports from Bangkok 


Despite the depressing influence of 
certain seasonal factors and continued 
fluctuations of the Thai baht in the open 
exchange market, business in Thailand 
took on a firmer tone when prospects 
for the next rice crop were improved 
with the advent of abundant rains. 


tember production are 30,000 tons and 
exports, 22,000 tons; October exports 
are estimated at 17,000 tons. Pepper 
harvest is under way in Sumatra, and 
prices of black pepper are about 850 
guilders per 100 kilograms. Tobacco 
exports in July totaled 394 tons worth 
995,000 guilders, as compared with 
June exports of 570 tons valued at 
2,876,000 guilders. On August 18, the 
import-duty surtax was increased to 
200 percent on tobacco and 350 percent 
on cigars and cigarettes. June coffee 
estate production amounted to 510 
tons (93.5 tons in May), and exports 
amounted to 312 tons (230.5 tons in 
May). 

In July output of bauxite amounted 
to 52,769 metric tons and exports, 70,676 
tons, of which nearly 62,000 tons went 
to the United States. Tin production 
totaled 2,560 tons (tin metal content) 
and exports, 2,453 tons, 

There was heavy speculation in 
money and gold as a result of the 
weakening of the  guilder position. 
Merchants in several areas increased 
hoarding as a hedge against inflation. 
The official price of gold is just under 
3 guilders per gram, but the open- 
market price in June was about 25 
guilders per gram, and on July 14 it 
was 27.50 guilders per gram. The June 
Open-market exchange rate was ap- 
proximately 11 guilders to the dollar, 
in July it was 16 to 1, and 24 to 1 in 


August. (The official rate in those 3 
months was 2.625 guilders to the 
dollar.) Republican O.R|I. (Ocean 


Republik Indonesia) currency resumed 
circulation in the Jogjakarta district 
with restoration of the Republican 
government. The exchange rate in 
August was 90 O.R.I. to 1. guilder. 
Currency in circulation increased to 
1,756,583,143 guilders on July 27 from 
1,727,322,223 guilders on June 8. 
Exports from Indonesia during July 
1949 amounted to 574,436 metric tons 
valued at 94,218,000 guilders (US$35,- 
803,000), representing a decline of 21.7 
percent by weight and 27.4 percent by 
value from June exports of 733,748 


tons valued at 129,838,000 guilders 
(US$49,338,000). Petroleum ranked 
first among exports, amounting to 


427,077 tons valued at 28,921,000 guil- 
‘ders. Other major export items were 
rubber, 19,685 tons valued at 17,566,000 
guilders; copra, 30,965 tons, 13,682,000; 
tin, 2,453 tons (metal content), 13.659,- 
000; tea, 2,405 tons, 5,162,000; cinchona, 
684 tons, 1,778,000; tobacco, 394 tons, 
995,000; and bauxite, 70,676 tons, 856,- 
000 guilders. 

January to July 1949 exports totaled 
4,078,460 tons valued at 762,376,000 
guilders (US$289,703,000), as compared 
with exports of 2,613,454 tons valued at 
515,455,000 guilders (US$195,873,000) 
in the corresponding period of 1948. 
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The country’s foreign-trade position 
showed little improvement, attributable 
principally to such factors as a weak 
rubber market and a decline in rice 
shipments from 72,876 tons in July to 
43,767 tons in August, the lowest this 
year. 2 

Authorization by the Council of 
Ministers of an expenditure of 55,000,- 
000 baht for the purchase of steel for 
the three major railway bridges may 
indicate acceleration of contract awards 
for procurement of materials and 
equipment for railway reconstruction. 
Although it was reported that a con- 
tract was signed late in August with a 
British firm for construction of these 
bridges, there was no official announce- 
ment to that effect. The Council of 
Ministers also authorized the expendi- 
ture of some US$550,000 for steel for 
the repair of more than 30 small 
single-span railway bridges. It was 
originally planned that steel for this 
work would come from Japan, but 
actual awarding of a contract was 
delayed when some United States 
companies revised their prices down- 
ward, thus improving their competitive 
positions. 

The commercial air agreement, 
drafted on August 19 by the Thai 
authorities and the Philippine Air Mis- 
sion, was subsequently approved by 
the Thai Council of Ministers. Late 
instructions from Manila to the Philip- 
pine Mission prevented implementation 
of the agreement. 

Purchases of tin ore by the RFC 
during August amounting to 647 tons, 
compared with 37 tons in July, repre- 
sented a considerable increase in dollar 
trade with the United States for the 
month. Low July purchases by RFC 
stemmed from the improved position 
of the Malayan smelters in the Thai 
ore market because of abandonment by 


the RFC of its former practice of 
offering on-the-spot prices. During 
August, however, Malayan’ smelters 


suspended dollar purchases of tin ores 
in view of the British dollar crisis. 

The value of secondary exports to the 
United States in August amounted to 
US$744,455, compared with $1,115,195 
in July. As in the preceding month, 
the most important item was precious 
and semiprecious stones, valued in the 
August period at $369,808, of which re- 
exports from South Africa and the 
Netherlands accounted for $354,199. 
Reexports from India accounted for 
about $26,000 of the $28,000 total 
registered by pepper exports. More 
than four-fifths of the $20,000 valua- 
tion placed on wolfram ore shipped to 
the United States from Thailand ori- 
ginated in Burma. Among exports of 
indigenous secondary products, the 
most important item was_ seedlac 
(about $100,000), followed by hides 
eee skins, ($70,377) and shellac ($51,- 

Me 

Considerable interest of both business 
and official circles was centered in the 
first meeting of the ECAFE Subcom- 
mittee on Iron and Steel, which began 
deliberations on August 29. and also in 
the announcement that a United States 
Geological Survey group would arrive 
in Thailand to carry out a minerals 
survey of the country. 
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Reports from Rangoon 


“The semiparalysis of Burma’s econo- 

my continued in August as Govern- 
ment forces lost control of additional 
areas of Burma to the _ insurgents. 
Maintenance of rice exports at 1948 
levels continued as a result of the 
combined efforts expended by the 
State Agricultural Marketing Board,. 
the Inland Water Transport Board, and 
Burma Navy in collecting rice stocks 
from villages in the Southern Irra- 
waddy Delta area and moving them to. 
Rangoon or Bassein for shipment 
abroad. With this exception, Burma’s 
foreign trade remained at a relatively 
low level. Domestic commerce con- 
tinued to flourish between coastal ports, 
but in the interior most goods could. 
only be safely transported by air. 

Government officials have been. 
actively engaged in preparation of the 
1949-50 budget, but publication awaits 
the convening of Parliament. Govern- 
ment expenditures will be reduced as. 
much as 20 per cent because of the ex- 
pected decrease in revenues from the 
sale of the smaller 1949-50 rice crop. In 
August, the Government introduced 
a tax of 20 per cent on all sales by 
hotels and restaurants, and a tax of 20 
per cent on rentals of all business 
br guaiaians retroactive to August 20, 

Rice shipments continued to hold 
up well considering the anarchy pre-- 
vailing in the major paddy-growing 
areas. August shipments totaled 97,520 
long tons of rice and 5,011 tons of bran, 
of which Rangoon port loaded 59,489 
tons; Bassein, 33,360 tons; and Moul- 
mein. 9,682 tons. It is believed that only 
about 8,000,000 acres have been planted 
this year—nearly a 20 per cent de- 
crease from last year’s planting. 

Of Burma’s export products, only: 
rice shipments were maintained at 
close to scheduled levels during the. 
first 8 months of 1949. Although im-- 
ports showed a gradual increase since 
March following liberalisation of the 
Government’s import controls, Burma’s 
total trade during the first 7 months of 
the year, resulting in a favorable 
balance of trade of approximately 144,- 
000,000 rupees, indicates, nevertheless, 
a general austerity program on imports 
in view of the low levels of export 
trade. 

India continues to be the principal 
source of Burma’s imports (cotton 
textiles, cigarettes. peanut oil. and jute 
bags), with the United Kingdom rank- 
ing second as a supplier. Trade with the 
United States in recent months has 
been limited to small exports of bam- 
boo and of hides and skins. 

The main North-South lines of the 
Burma Railways are still inoperative. 
Only small sections around Rangoon 
and Mandalay and from Katha _ to 
Kyitkyina are operating. The Inland 
Water Transport Board operates its: 
river vessels under naval escort for 
short distances out of Rangoon, Bas- 
sein, Moulmein, and Mandalay. Normal 
schedules are maintained only on the 
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Reports from Seoul 


Oil Companies in South Korea 


On September 13, 1949, the Govern- 
ment of the Republic of Korea and re- 
presentatives of foreign oil companies 
signed four agreements governing the 
import, storage, and distribution of 
petroleum products into Korea. These 
agreements include: (1) A lease agree- 
ment between the Government and the 
Korea Oil Storage Company (KOSCO); 
(2) a consignment agreement; (3) a 
foreign-exchange agreement; and (4) 
a license agreement. 

The agreement between Korea and 
KOSCO (a corporation organised and 
existing under the laws of the State 
of Delaware) provides that the Gov- 
ernment of Korea will lease certain 
facilities for the receipt, storage, and 
delivery of petroleum products in 
Korea to KOSCO, at a monthly basic 
rental, for a period of 15 months be- 
ginning October 1, 1949. KOSCO is io 
make these facilities available to all 
suppliers, importers, and others at a 
uniform rate on a nondiscriminatory 
basis, 

The consignment agreement covering 
oil owned by the Korean Government 
as of June 30, 1949, provides for the 
transfer of the Government’s petroleum 
products stored with KOSCO to three 
foreign oil companies, which shall dis- 
tribute and sell such petroleum pro- 
ducts as agents of and for the account 
of the Government, remitting io the 
Government, in won, the prime cost of 
the petroleum products and retaining 
the difference between this cost and 
the price at which the petroleum is 
sold. Unsold stocks on January 1, 
1950, shall be disposed of in accordance 
with the terms of a newly negotiated 
agreement. 

The foreign-exchange agreement be- 
tween Korea and the three foreign 
oil companies states that the Govern- 
ment of Korea will make available 

-to the foreign oil companies during 
the term of the agreement United 
States dollars in such amounts as may 
be necessary to reimburse the com- 


upper Chindwin River. Consequently, 
the Union of Burma Airways now has 
more than 20 foreign airplanes wun- 
der charter to assist in meeting the 
great demand for air transportation. 

As a result of the interruption in 
the normal flow of goods, retail prices 
in Rangoon have increased consider- 
ably since the first of the year. Vege- 
table oils have increased 50 per cent in 
price; jaggery sugar, 80 per cent; fish, 
100 per cent; and atta flour, 160 per 
cent. Meat, potatoes, tea, and firewood 
frequently are unobtainable in the 
bazaar. The Government has endeavor- 
ed to keep down the price of rice. milk, 
and kerosene by making adequate 
supplies available in Rangoon. Com- 
modity prices up-country vary greatly 
from locality to locality, according to 
the relative availability of food and 
imported merchandise. 
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panies for any dollar expenses incurred 
for salaries and other expenses for the 
purpose of trading in Korea and for 
certain expendable supplies used in 
Korea. It also provides that the Gov- 
ernment will mak@ exchange availabie 
to the companies in accordance with 
applicable laws and regulations of the 
Government, for conversion into dollars 
of net won income earned by the com- 
panies, 


It is stipulated, however, that during 
the term of the agreement the com- 
panies contemplate the application of 
any net income earned in Korean won 
primarily to the improvement of facili- 
ties for the distribution of petroleum 
products in the Korean economy. The 
agreement becomes effective on 
October 1, 1949, and will continue in 
effect as long as the aid agreement of 
December 1948 between the United 
States and the Republic of Korea, ad- 
ministered by the Economic Co-opera- 
tion Administration, remains in effect, 
provided, however, that the lease 
agreement does not terminate before 
the aid agreement. In that event, then 
the foreign-exchange agreement shall 
be terminated on the same date as the 
termination of the lease agreement. 

The license agreement is an instru- 
ment whereby Korea licenses the for- 
eign oil companies to engage in the im- 
porting, storing, handling, distributing, 
and selling of petroleum and petroleum 
products in the territory of Korea. 


Economic Developments 

Prospects for the 1949 rice crop in 
Korea, which had been threatened by 
a severe drought during June, improved 
substantially in late July and early 
August when heavy rains provided 
adequate water for the paddy fields 
of the major rice-producing areas of 
Kyungsong and Cholla Provinces. As of 
August 1, the acreage planted in rice in 
the Republic totaled 2,490,730 acres 
or 87.6 per cent of the goal, In the 
vicinity of Seoul, however, there has 
been no rainy season this year, an 
with the rainfall less than one-third of 
the 40-year average, rice planting in 
Kyonggi Province is only 50 per cent 
of that planned. 

Coal production in July 1949 dropped 
to approximately 90,000 metric tons 
from an output of 108,218 tons in June. 
This figure includes 81,262 tons of 
anthractite produced in the Govern- 
ment-financed mines, and 5,471 tons of 
lignite produced in the vested mines 
(July production of anthracite in the 
private mines is not available). The 
Government is giving special considera- 
tion to problems of financing, manage- 
ment, and supply of coal mines, pro- 
blems which are hampering attainment 
of production goals. June production 
of tungsten concentrates amounted to 
127.7 metric tons (65 per cent WO8) as 
compared with 135.6 metric tons in 
May. 

Power production which had declined 
in June reached a still lower level of 
70,100 kilowatts in July. The continued 
decline in power production was the 
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result of water shortages causing hydro- 
electric plants to operate at only 27 
per cent of capacity in July, a month 
during which normally heavy rains 
enable plants to approach capacity 
output, _ 

Currency issue increased from 40,- 
800,000,000 won in June to an all-time 
high of 45,400,000,000 won at the end 
of July. This increase in currency issue, 
heavy Government deficit spending, 
and the unfavorable prospects for the 
1949 rice crop during the first half of 
July all contributed to the continued 
strong inflationary trend. Wholesale 
and retail prices rose sharply during 
July, following the upward trend of 
the open-market rice price. However, 
as a result of increased rain in late 
July, which improved the prospects for 
the 1949 rice crop, as well as for the 
fall vegetable crops, the open-mar- 
ket rice price dropped from 85 won 
per pound in mid-July to 71 won per 
pound in mid-August. 

The total volume of foreign export 
trade of South Korea during July 1949 
declined to U.S.$588,000 from $640,000 
in June and a 1949 high of $2,515,000 
in May. Government exports in July 
were valued at U.S.$198,000, con- 
sisting mainly of graphite shipments to 
Japan. Private exports in the same 
month were valued at $390,000 (con- 
verted at the rate of 900 won to US$) 
and consisted mostly of marine pro- 
ducts. metals and furs shipped to 
Hongkong. 

Private impcrts into Southern Korea 
during July were valued at $669,000, a 
sharp decline from the June figure of 
$1,735,000. In both months these con- 
sisted chiefly of cotton and rayon yarn 
and threads, raw rubber, paper, chemi- 
cals, and plate and sheet glass, In June 
imports on a government level were 
valued at $7,349,000. 


Reports from Tokyo 


OUTLOOK OF JAPAN’S EXPORT 
TRADE 

There is but little hope for the world 
to recover from the universal shortage 
of the U.S. dollar, and devaluation 
adopted in the sterling area will not be 
sufficiently effective for breaking this 
knotty problem. The world-wide 
shortage of dollar funds being shared 
by the majority of nations will remain 
unsettled more or less until 1952. 

Japanese export industries therefore 
will have to renew efforts for bringing 
down the cost of Japanese commodities. 
Unless those goods which Japan wants 
to sell should so qualify as to stand 
international competition, it would be 
hard to cope with the ever intensifying 
international rivalry. Furthermore, 
£ devaluation is a hard blow to the 
expansion of exports from Japan. 

With regard to Japan’s markets 
overseas, the following points have to 
be considered:— 

1. That the discrepancy of econo- 
mic powers as exists between the 
United States and other world powers 
will submerge by degrees in propor- 
tion as rehabilitation goes on in the 
latter. Notwithstanding the gradual 
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elevation in economic progress, the 
shortage of dollar funds existing in 
them will remain until the summer of 
1952. Any free exchange between the 
dollar and non-dollar currencies would 
not be realised for some years to céme. 

2. The shortage of the dollar will 
drive the nations other than the United 
States toward promoting the volume of 
trade among non-dollar areas. 

3. Markets hitherto available for 
Japan to earn U.S. dollar funds on 
exports will be more narrow than at 
any time before. Coupled by the 
lessening of U.S. Aid-to-Japan funds, 
the country will find difficulty in rais- 
ing import funds. If the foreign trade 
of Japan should be shifted in order to 
place its emphasis on non-dollar na- 
tions, this country would be able to 
obtain substantial goods without neces- 
sarily depending on the dollar. 

4. Post-war price readjustment in 
the United States will not stop for 
sometime in the future. Commodity 
prices will go lower, and reach more 
stabilised levels. Probably a recession 
of exports taking place in the United 
States accelerates this price drop. 

Accordingly, Japan’s foreign trade 
will shift its reliance from the dollar 
to the non-dollar area. Exports. of 
Japan in the 1950 fiscal year (July 
1949 to June 1950) are officially esti- 
mated as follows:— 


(In million U.S. 


dollars) 
ASiae Sectde xe 2 U.S.$165 32.4% 
Sterling Area . 135 26.4 
North America 70 13.7 
Latin America 60 i a 
Africa and Near 
Eastern coun- 
RIGS. sens 40 7.9 
Europe, includ- 
ing U.S.S.R. . 40 7.9 
Rota = 5.03 U.S.$510 100.0 
Japanese Rayon 
Filament & Staple 
In the space of 20 years since 1915 


when she first began turning out rayon 
filament on an industrial scale, Japan 
has succeeded in attaining an unchal- 
lengeable position in the synthetic tex= 
tile industry and becoming the largest 
rayon producer in the world with an 
output of 320,000,000, 510,000,000 and 
545,000,000 lbs. in 1936, 1937 and 1938, 
respectively. When her synthetic tex- 
tile business was in its heyday, her 
overseas shipments totalled 166,000,000 
lbs. for rayon. filament yarn and 86,- 
000,000 lbs. for rayon staple. 

During the Pacific War, about 66 per 
cent of Japan’s synthetic textile plant 
and equipment was damaged by air 
raids or scrapped for munitions manu- 
facture. There is litthke wonder that 
her rayon production in 1945 slipped 
to not more than 27,000.000 lbs. Since 
the war’s end, however the industry 

_has_ been reconstructed slowly but 
steadily thanks to the Allied Powers. 
In 1947, SCAP gave Japan permission 
to rebuild plants and equipment neces- 
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sary for producing 330,000,000 Ibs. of 
rayon filament and 500,000 spindles for 
rayon staple. 

Postwar production of synthetic tex- 
tiles totalled 70,994,000 lbs. in 1948 and 
75,362,000 lbs. in the January-August 
period of the current year. Not only 
has production volume increased but a 
marked technical improvement also has 
been witnessed. For instance, mention 
must be made of the successful pro- 
duction of high-tenacity acetate rayon 
for industrial purposes; semi-dull and 
full-dull grades have been on the in- 
crease, as compared to bright varieties 
which formerly comprised the bulk 
of synthetic textiles; in the case of vis- 
cose rayon, although 120 and 150 de- 
nier are made in greater quantities, 
there is also an appreciable degree of 
less than 100 denier grades, and in the 
case of cuprammonium rayon, 75, 60 
and 40 denier grades have come to 
represent the bulk of recent output. 
Although rayon filament is still being 
produced in skeins due to overseas re- 
quirements, cone winding equipment is 
now being expanded with the ultimate 
goal of 20,000,000 lbs. a year. With 
rayon staple, the viscose process still 


occupies a predominant place, and 
bright brands (1.5 and 3.0 denier) 
make up the greater portion. In the 


case of crimped rayon staple, 3.0 and 
2.0 denier grades are most popular. 
Whereas lower counts previously made 
up the bulk of spun rayon yarn output, 
40, 80 and 100 count yarn are being pro- 
ducted increasingly of late due to the 


rising overseas demand for these 
grades. 

Japan-made synthetic textiles have 
shown a considerable improvement 


also in quality owing to the gradual 
stabilization of general economic con- 
ditions, the better qualities of needed 
materials, such as pulp and chemicals, 
textile workers’ will to collaborate with 
the Government for production increase 
and SCAP’s technical guidance. An- 
other important factor responsible for 
the improved quality of rayon products 
is that many rayon plants have ex- 
panded their capacities enough to 
Operate on an economical scale. 

It is also noteworthy that superior 
rayon puip has been imported from 
abroad since 1948 and mixed properly 
with domestic products, and that the 
importation of foreign pulp has given 
an impetus tq Japanese pulp firms to 
effect technical improvements. Recent 
examinations of leading companies’ 
products reveal the marked increase in 
both tensile strength and _ elongation 
and a visible betterment in homo- 
geneity. The simultaneous increase of 
both tensile strength and elongation is 
attributed for the most part to the use 


of superior materials—pulp, caustic 
soda and sulphurie acid. 
Last but not least, the so-called 


postwar reconversion is something akin 
to new installation or all-out recon- 
struction, and this greatly contributes 
to the qualitative betterment of syn- 
thetic textiles. 

Export rayon products in particular 
can be said to have reached or eclipsed 
the international standard in terms of 
quality as strict examinations allow 
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only first grade products to be shipped 
abroad. Further technical and qualita- 
tive renovations can well be anticipated 
as Japanese rayon companies now are 
permitted to dispatch trade represen- 
tatives abroad and set up overseas 
agencies, thus enabling them to collect 
on-the-spot information as to foreign 
technique, overseas requirements and 
market conditions. 

It cannot be held, however, that 
Japan’s synthetic textile plants and 
equipment have been modernised com-. 
pletely in all phases. In mechanical 
equipment (for instance, the continuous 
spinning process), she lags far behind 
the United States. Herein lies the 
need of importing some _ technical 
achievements from foreign countries. 
The notable fact in this connection is 
that high-tenacity rayon for industrial 
purposes, acetate rayon for clothing and 
synthetic textiles like amilan and viny- 
lon still remain in the stage of labora- 
tory experiments in this country. Out- 
put of high-tenacity rayon is scheduled 
at 3,000,000 Ibs: in 1950. Two acetate 
rayon plants are expected to turn out 
1,500,000-1,600,000 lbs. within the cur- 
rent year and boost their production to 
nearly 8,000,000 Ibs. by 1951. 

Not a few textile and chemical com- 
panies are planning to industrialize on 
a tangible scale the production of new 
synthetic textiles, such as amilan, 
vinylon and kanebian. Some of them 
are thinking of turning out 4,000,000- 
5,000,000 Ibs. in the first year of their 
projects or 1950. Prospects appear to 
be highly encouraging for them as the 
Government is determined to extend 
the largest possible aid, financial or 
otherwise. 

The export floor price of 120 denier 
rayon filament yarn is set at $66 or 
Y23,760. This is a good inducement 
for exports as it is far higher than the 
domestic sales price of Y16,000. As 
the result of the pound devaluation, 
however, the floor price will have to 
be cut down by about 30 per cent or 
to Y16,132 in transactions with the 
sterling area markets. With the deva- 
luation of the Norv-egian currency, the 
import cost of pulg will drop by about 
30 per cent. As p ‘. comprises about 
20 per cent of the manufacturing ex- 
penses for rayon, the aggregate pro- 
duction cost can be curtailed by 6 per 
cent. Thus, it can be said that the 
possible repercussions of the pound 
devaluation, insofar as rayon is con- 
cerned, will not be such that future 
exports will be hampered considerably. 
If domestic pulp is use, production cost 
can be slashed more tangibly. 

Prospects are more encouraging for 
Bemberg rayon, the production of 
which is far lower than that of viscose 
rayon as cheap linter pulp is imported 
from the United States (the pulp cost 
for Bemberg rayon is less than one 
half that of viscose rayon). Bemberg 
rayon has thus far been shipped to 
Australia. If shipments are switched 
over to the United States, the effects 
of the pound devaluation certainly will 
be neutralised. Furthermore, as the 
present capacity for Bemberg rayon is 
one half that of viscose rayon, there 
is much leeway for expansion. If the 
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Japanese Commercial Reports 


ABOLITION OF FLOOR PRICES 


General MacArthur’s headquarters on 
October 25th announced that the “floor 
price”, the lowest price permitted by 
SCAP for Japanese export commodi- 
ties, will end as of October 26th. The 
abolishment aims at promoting Japan’s 
foreign trade, giving more momentum 
for the return of pre-war normalcy to 
the country’s private trade. Since the 
institution in August 1947 of private 
foreign trade, the floor price system 
was adopted in order to maintain ex- 
port prices close to those of overseas 
markets and thus preventing dumping 
and the flight of capital. 


After the removal of the floor price 
system a warning was, however, given 
to the Japanese government whose 
responsibility it now is to prevent 
dumping and to increase exports. Any 
unreasonable trade practices which 
were prewar resorted to by private 
traders and caused much ill-will 
abroad, is now to be prohibited. 


Prices of Japanese export commodi- 
ties henceforth will be fixed on an in- 
ternational trade basis, calculated on 
the official rate of exchange previously 
existing. Any export prices that may 
be arrived at in the future should not 
be lower than those currently quoted 
in the domestic market. When goods 
are produced with an exclusive view 
of selling to overseas customers it is 
laid down that due care should be 
taken in pricing them so that the cost 
and charges expended on production 
plus legitimate profit should be fully 
covered by the export price. 

The removal of the fioor price sys- 
tem applies practically to the entire 
Japanese export commodities except 
for raw silk and silk fabrics to which 
application is deferred tentatively. 
The floor price of raw silk is expected 
to be-repealed in January next year. 
The freeing of price control over ex- 
port commodities will prove particu- 
. larly stimulative to those Japanese ex- 
ports that have been practically at a 
standstill since sterling devaluation. 

The first institution of the floor price 
system took place in October 1947, then 
adopted to fish-liver oil, which was 


capacity were further expanded, pro- 
erie cost could easily be curtailed 
more than ever. It is also to be noted 
that the price of Bemberg rayon-silk 
mixtures is nearly 30 per cent lower 
than that of pure silk fabrics, and that 
demand for such mixed weaves is 
rising in the United States. 

As for rayon staple, conditions are 
almost the same with rayon filament 
except that it is made entirely from 
domestic pulp which is cheaper than 
foreign pulp even if import costs de- 
cline due to the devaluation of the 
British and allied currencies. It must 
be mentioned, however, that because 
the floor price was set at a compara- 
tively high level, it has been rather 
difficult to promote rayon staple ex- 
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subsequently expanded and came to 
involve the entire export commodities. 
Around 70,000 export items have been 
listed and priced. 


EFFECTS OF THE ABANDONMENT 
OF FLOOR PRICES 


Except for minor differences, all in- 
dustrial circles in Japan are welcom- 
ing the suspension of the floor price 
system. Favourable effects on Japan- 
ese exports are expected everywhere. 
Now industries are in a position to 
set up a target of their own in accor- 
dance with standards adopted by them- 
selves. The competitive power of ex- 
port enterprises has been strengthened 
and can stand world competition, des- 
pite their partial blindfoldedness in 
postwar international trade. 

There will be no dumping of Japan- 
ese goods. The self-discipline of 
traders is considered capable of check- 
ing the growth of unfair trade prac- 
tices. 

Effects of the abolishment of “floor 
prices” on major export industries may 
turn out to be as follows:— 

Rayon:—A recent quotation of rayon 
yarn in India was 58 US cents per 
pound for 150 denier grade; it had 
been priced before at 66 cents. Con- 
sequently, in some of the orders hither- 
to placed from India, prospective im- 
porters demanded rebates on condition 
of buying Japanese products. The 
abolition of the floor price will permit 
Japanese operators to strike a bargain 
on a business basis with overseas buy- 
ers. Some merchants fear that in the 
absence of floor prices they may have 
to face demand from abroad on the re- 
duction of the existing prices. The 
majority of dealers, however, are not 
expected to sell their products below 
the existing price levels. 

Cotton textiles:—Hitherto the check 
prices for both cotton cloth and yarn 
were higher than world market prices 
and sometimes induced traders to un- 
desirable trade procedures. The 
abolishment of the floor price system 
is expected to encourage a regular 
method in export negotiations and to 
eontribute towards larger exports. 
There may arise a price cutting cam- 
paign among Japanese operators but 
there is as a safeguard the publication 
of average prices of cotton products 
which is designed to check any unfair 
price cut. 

Raw Silk:—In the silk industry, 
traders are still asking whether cus- 
tomers in the United States will buy 
more of their products simply because 
of the lifting of the floor price system 
but not followed by a depreciation of 
the yen. In view of the wide gap 
which existed between domestic prices 
and the recently repealed floor prices, 
there will be few who would agree to 
export silk goods despite inquiries 
from America. Domestic sales are 
considered more profitable. 

Iron & Steel:—The influence on the 
iron and steel industries is far-reach- 
ing because hitherto nearly one-third 
of the rolled steel has been shipped to 
foreign markets. By cutting export 
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prices, manufacturers are looking for- 
ward to an increase of exports. The 
export prices of standard products in 
Britain, Belgium and the United States 
following sterling devaluation are:— 


United 

Britain Belgium States 

Steel Bars ..... 55.25 61.00 93.05 
Sheets Sheets .. 79.36 83.00 90.41 
Steel Heavy Rails 52.70 70.00 90.00 


Japanese products under the floor 
price system were quoted at US $75 
for steel bar, $110 for sheet steel, $140 
for heavy rail, and $175 for galvanized 
sheets. Comparing these figures, it 
would seem that there remains little 
hope for Japanese products to stand 
competition of foreign products. The 
cost of production in Japan compared 
to export prices is as follows (in terms 
of Yen):— 


Export Manufactur- 


Price ing Cost 
Steel Bars: . 22 d2cs< 27,000 21,560 
Steel Sheets ...... 46,152 31,290 
Steel Heavy. Rails 35,640 27,310 
Galvanized sheet 
iron 26s cee eeces 74,800 38,000 


There are substantial differences in 
the amounts of cost and export price. 
Export prices of steel products have 
enough room that permits further price 
reductions. 

Optical apparatus:—At present cam- 
eras and field-glasses are almost exclu- 
sively bought by the United States. A 
recent revision of floor prices prior to 
the abolition reduced prices of spy- 
glasses from $21 to $19. Makers affec- 
ted by this reduction as well as manu- 
facturers of cameras dislike the repeal 
of floor prices. Small manufacturers. 
are expected to degrade the quality of 
their products in an effort to evade the 
difficulty arising from downward price 
movement. 

Bicycles:—An average price quoted 
for export is US$17.08-for a complete: 
set having tires of 26 inches diametre. 
This price exceeds the floor price by 20 
per cent. The abolition of the floor 
price will bring export prices somewhat 
below the lowest quotations hitherto 
accepted by small dealers. Japanese 
bicycles will sell well despite British 
competition. 

Sewing-machines: — Major manufac- 
turers entertain a view rather unsympa- 
thetic to the abolishment of the old 
price system. Some small makers may 
go on cutting export prices at the sacri- 
fice of quality. 

Cement:—The lowest price of cement 
per metric ton while the floor price 
was in force, amounted to $16, which 
still yielded a substantial profit to 
manufacturers. The price can be cut 
further to $14 if the location of the plant 
is favourable. The abolishment will 
increase the volume of exports. 

Plate-glass:— The recent export price- 
was US $4.50 per case as against $4 ac— 
cording to the floor price. European 
products are quoted at around $3. For 
the time being, there continues firm de- 
mand in the domestic market. 

Dye-stuffs:—Manufacturers expect in- 
crease in exports. 
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